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ORDERS OF REFERENCE 


House oF Commons, 
Monpay, 15th April, 1929. 


d,—That Standing Order 63 of the House of Commons, relating to 
tment of the Select Standing Committees of the House, be amended by 
the Select Standing Committees of the House for the present session, 
anding Committee on Railways and Shipping, owned, operated and 
ed by the Government, to which will be referred the. accounts and. the 
of the Canadian National Railways and the Canadian Government 

ant Marine for the present session, for consideration and for report to 
House, provided, however, that nothing in this resolution shall be con- 
curtail in any way the full right of discussion in Committee of Supply; 
that the said Committee consist of Messrs. Bell (St. Antoine), Cantley, 
in, Duff, Dunning, Fiset, Geary, Gray, Hanson, Jelliff, Jenkins, McLean 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Monpay, 15th April, 1929. 


Or ered,—That the Estimates of the Canadian National Railways and the 
lan Government Merchant Marine, laid on the Table of the House on 
y, 11th April, instant, be referred to the said Committee. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


Wepnespay, 17th April, 1929. 


it ee be printed for he use of the Committee and of the House, and that 
Order 64 be suspended in relation thereto. 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


WepNEspAY, 17th April, 1929. 


That the said Committee be given leave to sit while the House 


ARTHUR BEAUCHESNE, 
Clerk of the House. 


REPORTS OF THE COMMITTEE 


First Report es 
Wepnespay, 17th April, 1929 


The Select Standing Committee on Railways and Shipping, owned, ¢ 
ated and controlled by the Government beg leave to present the followi 


their First Report. 

Your Committee recommend that 500 copies of their proceedings anc 
dence be printed for the use of the Committee and of the House, and 
Standing Order 64 be suspended in relation thereto. 

All of which is respectfully submitted. 

EUGENE FISET, 
Chairman. | 
(Concurred in by the House, same day). : : 


SECOND REPORT 
Wepnespay, 17th April, 192 


The Select Standing Committee on Railways and Shipping, owned, ¢ 
ated and controlled by the Government beg leave to present the following as th 


Second Report. a 
Your Committee recommend that they be given leave to sit while the 
is sitting. 


All of which is respectfully submitted. 
EUGENE FISET, 


Chairman. 
(Concurred in by the House, same day). 


MINUTES OF PROCEEDINGS 


Room 375, Hous or CoMMoNS, 
Wenpnespay, 17th April, 1929. 


‘Select Standing Committee on Railways and Shipping, owned, oper- 
d controlled by the Government met at 11 am. 


embers present: Messrs. Cantley, Chaplin, Dunning, Fiset (Sir Eugene), 
, Gray, Hanson, Jelliff, Jenkins, McLean (Melfort), Milne, Stevens. 


attendance: Sir Henry W. Thornton, President, Canadian National 
ays, with members of his staff. 


Mir. R. A. C. Henry, Deputy Minister, and Major Anderson, of the Depart- 
of Railways and Canals. 


motion of Mr. Dunning,— 
esolved,—That Sir Eugene Fiset be Chairman of the Committee. 


Sir Eugene Fiset took the Chair. He thanked the Committee for the 
our accorded him, and expressed regret at the death of the former Chair- 
Mr. Goodison. Regret was likewise voiced by Messrs. Dunning, Gray 
tevens, and by Sir Henry Thornton. 


yn motion of Mr. McLean (Melfort) — 

Resolved,—That permission of the House be asked to have 500 copies 
1e Committee’s proceedings and evidence printed for the use of the Com- 
tee and of the House of Commons. 


“motion of Mr. MeLean (Melfort) — 
solved,—That the Committee ask permission of the House to sit while 
House is sitting. 


: opies of — | e 
(1) Annual Report of the Canadian National Railway System for 
the year ended December 31, 1928; 

(2) Canadian National Railways System Analysis of 1928 Oper- 
ating Expenses as Compared with 1927, were distributed to the 


members of the Committee present. 


NUAL REPORT OF CANADIAN NATIONAL RAILWAY SYSTEM 


e following items, appearing on pages 9, 6, 7, 8 and 9, were called for 
ration, viz.: Gross Earnings. Operating Expenses. Maintenance of 
Maintenance of Equipment. ‘Transportation. Better- 

Hudson Bay Railway. Hotels. Wages and Labour. 
Alberta Railways. Finance. ‘Traffic. Telegraphs. 


\ ith respect to the item, Hudson Bay Railway, Mr. Dunning agreed to sub- 
tement to the Committee at a later date._ 


hOEON Te UN, 2, 
Clerk of the Committee. 


a 


MINUTES OF EVIDENCE 


Room 375, Housz or Commons, 
o Wepnespay, April 17, 1929. 


e Select Special Committee on Railways and Shipping met at 11 a.m. 


‘he CLERK OF ‘pHE Commirree: Gentlemen, the meeting will please come 
rder. The first item of business is the selection of a chairman to replace 
late Mr. Goodison. Nominations are in order. 


Hon. Mr. Dunnine: Mr. Secretary, I think it would probably be the desire, 


1e committee to place on the record the fact that every member here feels 
eenly at this moment the loss of our former Chairman, Mr. Goodison, 
member for West Lambton. His death is the reason for our requiring to 
t a new chairman at this time. No one feels the loss of Mr. Goodison as 
ellow member of this committee and its chairman more keenly than I do. 

ow his services were appreciated by all the members of the committee, 
1 by the president and the staff of the railways as well. It is now necessary 
inate a new chairman, and I have pleasure in nominating Sir Eugene 


iset to act as chairman of this committee. 


Sir Eugene Fiset having taken the Chair). 


$m Henry Tuornton: I would like to have the privilege of the committee 
jlacing on record the loss which we of the railway company feel in the 
y death of Mr. Goodison. The officers of the railway and myself are 
ly in accord with everything the Minister (Hon. Mr. Dunning) has said. I 
like to add that we in our dealings with this committee found him always 
and efficient, and we deeply regret his loss. 

Mr. Gray: Mr. Chairman, before proceeding with the order of business, 
say that it is with mingled feelings that I take my seat on this com- 
_ I appreciate the high honour conferred upon me in being selected to 
a Mr. Goodison’s place, in a very humble way, on this very important com- 
nittee. May I thank the Honourable Minister of Railways (Hon. Mr. Dun- 
ing) and the President of the Canadian National Railways (Sir Henry Thorn- 
on) for the very kind words they have spoken in respect of Mr. Goodison. 
his loss very very keenly and from what you gentlemen have already 
nd the expressions I have heard in the corridors of this building, I know 
missed in this House very much indeed. I thank you and the committee 
at you have said to-day. 

~Cuarrman: Honourable Mr. Dunning, Sir Henry Thornton, and 
amen of the committee: I must confess that it is with fear and trembling 
dare to accept the high honour of the chairmanship of this committee, 
pecially so when I remember that I am replacing, as chairman of this 
, one of the most popular members of the House of Commons, whose 
we all regret. While not long in the House Mr. Goodison was rapidly 
one of its most distinguished members and his sterling personal quali- 
haracter and his genial personality made him an ideal chairman for 
important committee as this. I am quite sure that I am but voicing 
sf the members of this committee, as my first official act, in suggesting 
tion of condolence expressing our deep regret and sympathy be sent 


ily. 
® Sire Sah {Sir Henry W. Thornton.] 
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Hon. Mr. Srevens: I can assure you, Mr. Chairman and gentlemen, that 
no one feels more deeply than I the loss of my old friend Mr. Goodison, whom ° 
I counted as one of my personal friends, as well as an associate on this com- 
mittee. I hesitate greatly in intervening with any suggestion in regard to the — 
Chairman’s proposition. Normally I would be heartily in accord with it, but 
inasmuch as his regrettable death occurred some two or three months ago, and 
as the House of Commons has already passed a resolution of condolence, may 
our action not reopen an old sore and bring forcibly to mind again in the great 
loss which his family have sustained. I appreciate fully the gracious spirit in” 
which our chairman’s words were utttered, and I would earnestly suggest that — 
if such an action as proposed is taken, it be taken in the most delicate way. — 


Hon. Mr. Dunninc: May I also at this time express what I feel to be 
the sentiment of every member of this committee in placing on record our-deep _ 
regret at the passing of my late associate, Major Graham Bell, the former Deputy 
Minister of the Department at present under my jurisdiction. Major Bell was — 
a faithful attendant at the meetings of this committee, his relations with the 
Naional Railways were friendly in the extreme and in addition to the personal 4 
loss which I feel at his passing, I miss very greatly his wise counsel and assist- 
ance In carrying on the work of the Department. 


Mr. Henry: May I be permitted to express my full accord with the remarks 
of the Minister (Hon. Mr. Dunning). I feel a great personal loss in the passing — 
of Major Bell. While connected with the National Railway my relations with 
him were always pleasant and he was of great assistance to us in the problems 
“we placed before the department. The high standard which he established in 
his work convinced me that it will require all of my efforts to even approximate, — 
although the work is made easier by the manner in which he left the affairs of 
his department. I am glad to acknowledge the kindly assistance and advice — 
which is being given to me by the Minister (Hon. Mr. Dunning), in endeavour- _ 
ing to carry on the work of my late friend, whose passing I so much regret, 
Major Graham Bell. 

The CuairMaN: Generally at our first meeting we move to ask the House 
for the necessary authority to print the proceedings of this committee and also — 
for leave to sit while the House is in session. Will one of the members make ~ 
those motions? : : 

Mr. McLean (Melfort): Iso move, Mr. Chairman. 


Mr. Geary: I am quite agreeable, if we find it necessary to sit while the — 
House is in session. 

Hon. Mr. DunNING: We rarely have, in fact, used the privilege, but we ~ 
ask for it in case we find it necessary. 

The CuarrMan: Gentlemen, in the past at our first meeting it has been 
the practice to ask Sir Henry Thornton to give us a general statement, and it 
is my pleasure now to call upon him to give us such statement. 

Sir Hpnry THornton: Mr. Chairman and gentlemen of the committee: 
It is a pleasure to greet you all again. The annual meeting of the officers of the 
railway with this committee has come to be interesting, useful, and indeed — 
pleasurable. 

With respect to the operations of the last year I would first like to call 
your attention to the fact that the annual report is published for the year 1928, 
and meets some of the criticism expressed at the meetings of the committee last 
year, with respect to the way in which the Eastern Lines Account and the System 
Accounts were shown. The report this year shows, first, the main report which 
represents the Canadian National Railway System excluding the Eastern Lines; 
at the back of that report will be found the financial performance of the Eastern 
Lines themselves, as an integral unit, and following that will be found the 

[Sir Henry W. Thornton.] j 


ont 


performance of the system as a whole including the Eastern Lines, 
vat the members of the committee have first, the railways as a whole, 
ding the Eastern Lines, and then the consolidation of the two. 

Mr. Geary: The white pages show the Canadian National Railway, includ- 
Eastern Lines? 

ir Henry THornton: No. | 

Mr. Grary: I thought not, but I understood that was what you said. 

r Henry Tuornton: The white pages represent the Canadian National 
Iways excluding the Eastern Lines; immediately following that you will find 
nted on yellow sheets, the Eastern Lines, with the financial performance 
th respect to that part of the system, and following that printed on blue 
heets will be found the combined Income statement. Does that make it clear, 
ir. Geary? — 

Mr. Guary: I understood that, but I thought you said in your last remark— 
Sir Henry Tuornton: I may have made a slip of the tongue. 
Mr. Hanson: Sir Henry (Thornton), I am a new member of this committee 
for my personal information I would like to know why this system has been 
wed in the past. The Eastern Lines are an integral part of the National 
em, as much as the Central Lines and the Western Lines, but because they 
d nowhere—at Levis—we in the maritime provinces feel that this system of 
ounting is not quite fair to that community. I have discussed that with some 
your officers and they agree with me, and it is a rather sore spot with the 
time provinces. But for the moment I am simply asking for information. 
r Henry THornNtTon: We felt last year in preparing the report that since 
1 reductions had been made in certain rates which seriously affected the 
ial performance of the railway and that the deficit caused thereby was to 
de up by governmental contribution, in order not to distort or give an 
tunity for incorrect deductions to be drawn, we were quite justified in 
owing the performance of the railway system as a whole, but excluding the 
nm Lines. At the meeting of the. committee last year Mr. Stevens brought 
that question up and it was discussed at much length. After the debate in the 
mmittee and having regard particularly for the reasons advanced by Mr. 
Stevens, we of the Railway came to the conclusion that he was justified and 
cht in making that criticism, and that we would show the figures this year 
ways, the railway excluding the Eastern Lines, the Hastern Lines, and the 
combined. Those are the only three ways we can show it. If you can 
yw us a fourth we will be willing to do it. 
Mr.- Hanson: That is a complete answer to my question. It was only 
mation I was after. 
r Henry Tuornton: The report for the year which has just passed 
ents by- far the most satisfactory year which the system has experienced, 
rom a financial and an operating point of view. The figures speak more 
ntly than any words of mine. It may perhaps be of interest to you to 
that last year out of every dollar, there was available for interest 17.64 
. As a matter of interesting comparison, consider the class 1 railways of 
United States, which represent the larger railway systems in that country. 
al amount available for interest was 15.21 cents. The comparison which 
e given to you compares the Canadian National Railway in 1928 with 
ass 1 railways in the United States for 1927. We were obliged to use 1927, 
the statistics for the American railways for 1928 are not available, but 
an extremely prosperous year in the United States; the railways did 
emely well, and there is no injustice to either side in drawing a comparison 
the two years. ) 
hink from a national point of view—and by that I do not mean the 


National point of view—that it ought to be of some satisfaction to 
: {Sir Henry W. Thornton.] 
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know that the system of the Canadian National Railway earned more a 
for interest than the class 1, or better class, railways, within the United 
having regard to the fact that a good part of our mileage is still in a de 
ment stage; that is to say, traffic has not yet caught up with the milea 
have built to open the country. I think from a Canadian peint of v 
comparison is a good one. oe aaa 
Gentlemen, we have prepared an analysis of the 1928 operating expen 
compared with 1927. This is the same character of analysis as was pr 
last year. It is intended to put on paper the particular points with re 
which questions might arise, and with the approval of the committee I w 
like to distribute copies of that to each member. It is a difficult thing to fo 
if read, because there are a great many figures and statements involved 
may be well used, as I think was the case last year, as the basis for discussic 
Is it the pleasure of the committee, Mr. Chairman, that these copies shoul 
distributed ? ; sae 
The CHAIRMAN: Certainly, Sir Henry. 
Hon. Mr. Stevens: Will that be an analysis of the statement on page 


Sir Henry THornTon: It is an analysis of the expenses. Let us see 
page 21 says. (Referring to page 21). No, it is an analysis of all the exp 
Page 21 is merely the railway operating expenses. What I meant when I sa 
“Operating expenses”, was maintenance of way, maintenance of equipmer 
transportation, and the general traffic expenses. 

Mr. Hanson: There is no question but that the country is quite del 
with the figures which your statement reflects. There is, however, one 
about which I am a little uncertain. Is that statement the result of inc 
tonnage on your own lines, due to the increased tonnage and passenger 
in the country as a whole, or is it at the expense of the other Canadian nati 
railway? “ioe 
Sir Henry THornton: I am very glad that you asked that qu 
because it is frequently said—but inaccurately that the Canadian Na 
Railway is taking traffic from the other great Canadian railway, the Canad 
Pacific. That statement is not correct. Naturally both railways strive 
secure all of the traffic they can one from the other. That is a good thi 
the interest of the country, and in the interest of the public, but if you 
examine the net returns of the Canadian Pacific Railway since the C 
National Railway came into existence as an entity, you will find that 
returns of that company, have progressively and largely increased. For ex 
last year the net returns of the Canadian Pacific Railway exceeded’ any y 
excepting two of the war years, which were, of course, quite unusual years. 
I right in that, Mr. Thompson? 

Mr. Tuompson: Yes, they reached a record last year. 

Sir Henry Tuornron: Was that more than any other year? 

Mr. THompson: Yes, more than any other year. Pe Gib 

Sir Henry Tuornton: Therefore, I should say, if I were a Cana 
Pacific officer, that the Canadian National Railway was a great asset to 
Canadian Pacific. I would likewise say, as a Candian National officer, 
regard them as an asset to us. : ss 

Mr. Cantiey: Then suppose you improve your position in Nova § 
by bringing them down there. \ 

Sir Henry Tuornton: We have not yet become a Christmas tree. — 


¥ 


Mr. Hanson: That remark is slightly ambiguous. You can ta 
four different meanings out of that. ae 


Sir Henry THorNnTon: That is the only safe statem 
[Sir Henry W. Thornton.] : 
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Geary: I suppose you would like a few gifts off the Christmas tree? 

; ‘Sir Henry THornton: Blessed is he who receives, as well as he who gives. 
cas far as relations between the two companies are concerned it is a good 
rement and is working satisfactorily. We have our little “dust-offs” from 
me, but they are rather amusing and generally enjoyable. 

, with respect to this statement which has now been distributed, is it 
wish of the committee, Mr. Chairman, that we should take that item by item, 
lo you prefer to go through the items of the annual report? I think you will 
rything here that is in the report. This analysis was designed to help the 
ers of the committee in their criticism and comment. 


Hon. Mr. Dunning: With regard to that point: It will be remembered that 
sar we went through the analysis first, and the analysis became then a part 
printed record so that it was more easy of access to the members of the 
generally. Then, following that, having gone through the analysis, we 
he work of going through the accounts themselves very much simplified. 
lly I think that course was satisfactory to all of us, inasmuch as it made 
lysis itself a part of the permanent record and available to the members 
he House generally. I have no particular reason other than the convenience 
committee for proposing that we follow that course. 

Hon. Mr. Stevens: I would like to make one suggestion and I do not make 
any dogmatic attitude, but would it not be well first to run through Sir 
Thornton’s report to the Minister, (Hon. Mr. Dunning) then the presi- 
it’s report, and then go into the details? What I am a little afraid of is 
t we will get into the details which are exceedingly complicated and yet away 
one or two of the main points upon which, personally, I would like to get 
le explanation from Sir Henry. 


The Cuatrman: I think it will be much better to let Sir Henry complete his 
ment and then ask questions of him afterwards. 


Henry Tuornton: As a matter of fact, Mr. Chairman, my statement 
consists of the few words I have said, plus this analysis. 


on. Mr. Dunnine: The analysis is really your statement? 
ir Henry THORNTON: Yes. 


CuHatRMAN: Is it the pleasure of the committee that we should proceed 
h an examination of the analysis? 


_ Mr. Geary: Mr. Chairman, it strikes me that the report contains both 
ides of: the ledger, the revenue and the expenses, and the different main items 
1 which Sir Henry is dealing, but only one of those subdivisions is covered 
this analysis. 

r HENRY THORNTON: This is only intended to cover what we call 
rating expenses’’. 


Mr. Geary: I think if we had a general view “of this thing first and then 
the items of operating expenses, we would be better off. 


. Mr. Dunnine: Probably that would be covered by Mr. Stevens’ 
n, if first we would have the report of the president (Sir Henry Thorn- 
9 the Minister, (Hon. Mr. Dunning). Previously we have found the 
uch more intelligible than by going over every page of the report 


Me Stevens: I quite agree with the Minister (Hon. Mr. Dunning), 
uld like to ask a few questions on this report, which I can do forthwith 
desire of the committee. 


ee On the eno of the Minister? 
ga aaa {Sir Henry W. Thornton.] 
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Hon. Mr. Stevens: Yes. I will not ask Sir Henry Thornton to reac 
long statement, and I am not suggesting it should be read. 
Sir Henry THorNton: I think the report has been before the member: 
for a long time. I am willing to have it read, but perhaps the best way to d 
would be to take the headings of the paragraphs, and at the proper time 
touch upon any point which any member of the committee wishes to bring up. 
Hon. Mr. Stevens: ‘There are three or four points I want to ask soi 


questions about. : 
Sir Henry THorNToN: Shall I begin, Mr. Chairman? “Gross Earnings’ 


Hon. Mr. Stevens: I notice under that heading the following: 


The great volume of traffic was to a large extent due to the hea: 
Western crops of the last two years; and to bad weather conditions and 
a late harvest in 1927 which left a large carry over of that year’s cro) 
for 1928; also to the good weather conditions of last fall and an ea 
harvest which enabled an unusually large proportion of the 1928 crop 
be carried to terminal elevators in that year. : 


That would indicate a substantial increase in the earnings from freight, which is 
reflected in the earnings statement, was due to the abnormal conditions, and 
I am asking this question, in the light of our provisions for the coming yea 
if you anticipate a falling off during 1929? 
Sir Henry THornton: Mr. Stevens, there is nothing so uncertain t 
estimate as to what the annual crop each year will be. We have to look a 
it over a longer period of time than simply one year. We do find that, take 
over a period of years, the annual crop production of Canada has materially 
increased. We feel quite confident that that inerease will continue progressively 
for the next—I do not know how many years; several decades. Last year we 
had an exceptionally large crop due to favourable weather conditions. What 
the crop will be this year I do not know. I do not think anyone can say. It 
will depend a great deal on how much rainfall we get in June and July. K 
! Hon. Mr. Dunninc: There is one point upon which a comparison can 
~ be made, and that is the relative carry-over. - oe 
Sir Henry TuorntTon: I was coming to that. There is a relative carry 
over, and that increases each year as the crop increases. Now, I do not know 
whether this has any bearing upon it or not: I am inclined to think it has, but 
as I think I mentioned last year in investigating the water levels of the Gre: 
Lakes, the investigators have found that those levels rise and fall in cycles 
of about sixty years. You will have a cycle of low water and then mov 
into a cycle of high water, and from peak to peak and depression to depression 
is about sixty years. The waters of the Great Lakes can only come from on 
source, as I see it, and that is from the rainfall. Therefore, it would seem 
reasonable to assume that the rainfall may vary in some such cycle. ~ 
Mr. Cantiey: And snowfall as well? 
Sir Henry TuHorNtoN: What I really mean is precipitation, both rai 
and snow. We might argue from that—and some evidence advances the theory 
—that inasmuch as we are now coming into a wet cycle— 
Hon. Mr. CuHarttn: We have only this record for a certain time. 
Sir Henry THORNTON: I am only telling you what the investigators have 
developed. Whther it is true or not, I don’t know, but it looks as if the: 
were something in it. It looks as if we were now in what might be described 
as a wet cycle, and that will mean a protracted period of abundant crops o 
the prairies, and in the basin tributary to the Great Lakes. This is merely 
presented for what it may be worth. We do find, however, that our crops un- 
questionably vary, as you know, with the weather conditions, and in answer to_ 
[Sir Henry W. Thornton.] sae ne 
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‘y our question, Mr. Stevens, I would say that we anticipate the results of past: 
years will support the supposition that our grain production in Canada _ will 
ually and materially increase. There may be some years when’ it may be 
little better than others, or a little worse, depending on weather conditions, 
t taking over a period of years I think there will be found to be a progressive 
rease in Canadian grain production and also the constant breaking of new 
e will have an effect, because each year there is a certain amount of 
w acreage coming under cultivation. 

- Mr. Hanson: That is the hope of the railways, and I think of the country. 
Sir Henry THorntTon: I think you can put it down as more than a hope; 
hink you can take it as a certainty. 

Fon. Mr. Stevens: What portion of the revenue was from the wheat crop? 
Sir Henry THornTon: I will ask Mr. Fairweather to look that up. 

Mr. FarrwEATHER: We cannot answer that, right off the bat; we can make 
estimate of it. mie 

Hon. Mr. Stevens: Turn to page 32 and you will find the tonnage, pro- 
ucts. of agriculture, in round figures, $14,000,000; products of animals, 
1,450,000; products of the mines, $21,000,000; and products of the forest, 
$10,000,000, manufactured articles, $18,000,000, and so forth. 

Sir Henry THORNTON: Is your question as to the percentage of gross 
reight earnings of the Canadian National Railway which may be, charged to 
products of the soil? 

~~ Fon. Mr. Stevens: Yes, in the light of this statement that the great bulk 
of the traffic was due to the heavy western crops. 

Sir Henry Tuornton: Do you want it in tons or revenue? 

‘Hon. Mr. Stevens: In revenue. : 

Sir Henry THornton: Let me understand that question. You want in 
noney the gross revenue which accrued to the company through the movement of 
products of the soil, or do you want it limited to wheat? 

Fon. Mr. Stevens: No, I simply want an elucidation of that item. 

Sir Henry THornton: Products of the soil? 


Hon. Mr. Stevens: Yes. 

Sir Henry THornton: All right, we will have that looked up. 

Hon. Mr. STEVENS: Really; Sir Henry (Thornton) I did not expect to put 
you to any trouble— : 

S ‘ry Henry THORNTON: We are here to provide you with what you want. 

— _-Hon. Mr. STEVENS: I see on pages 32 and 33 an analysis of tonnage, and 
I thought it would be a simple matter to interpret that in dollars. I suppose 

I can answer my own question, if I took the tonnage—less than twenty-five per 
ent. 

Sir Henry THornton: The products of agriculture represent about 22.41 

cent of the total tonnage. 

Hon. Mr. Srevens: How is that reflected in revenue? 

pie HENRY TrorNton: That is a little difficult to say, because there are 
Jl kinds of products of, agriculture in that at different rates. 

Hon. Mr. Stevens: The main portion is wheat? 

‘Hon. Mr. Cuariain: The percentage of earnings runs very much the same 

s the percentage of commodities? 

- Sir Henry THornton: No, you cannot say that with certainty. For 

ce, the production of manufacturers would run very much higher per 


{Sir Henry W. Thornton.] 
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Hon. Mr. Dunnine: A partial answer is conta mn the ‘analysis? 
I see, it is in your broad analysis. 
Sir Henry THornton: This may throw some tee upon your ae 
“The western region shows an increase in grain amounting to $9,000. 907; 
$4,000,000 of this amount is on the grain carried over from the previous yea 
Hon. Mr. Srrvens: What is the total amount of grain? A 
Sir Henry THornton: From the western region alone $9,000, 907. 
Hon. Mr. Stevens: What is the total? 
Sir Henry THornton: We will have to get that. — 
Hon. Mr. Dunnine: Grain moves in many directions. 


Hon. Mr. Stevens: [ am at a loss to know why the question should b 
embarrassing. : 

Sir Henry TuHornton: You asked us to tell you in dollars what 
revenue is from a certain tonnage of grain. That takes all kinds of rates 
grain moved to all sorts of places, and it is an extremely are 
difficult think to work out. 

Hon. Mr. Stevens: Would it be a fair statement to say that in tonn 
the amount carried of agricultural ci sli including grain, is about 22 per | 
of the total? 


Sir Henry Tuornton: That is right. 


Hon. Mr. Stevens: Then in view of the fact that the shahudachured artic! 
run into eighteen million tons, and carry relatively a much higher rate than 
agricultural products, particularly wheat, is it correct to say that the ratio 
revenue from agricultural products would be somewhat less than twenty: 
per cent of the whole? oe 


Sir Henry Tuornton: Another thing you have to consider in that 
nection is that the average haul on manufactured articles is very much less the 
the average haul on the wheat, and that is an important factor, because 
most remunerative traffie is the ‘long haul traffic, although that depends i in 
upon the rates. : 

Hon. Mr. Stevens: The manufactured articles tonnage is very large 


Mr. Geary: Yes, but it does not reflect anything until you get your « 
miles. 


Mr. Hanson: The haul of wood pulp is fairly large? 


Sir Henry THornton:. Yes. The movement of a ton of pul Mi Chie 
would be very remunerative traffic, much more per unit than the movement o: 
x-bushels of wheat. oe 


The CuatrmMan: Do you require that statement to be prepa for 
next meeting, Mr. Stevens? ca a 


Mr. Hanson: They will give us the statement. 


Sir Henry THornton: Let me again try to find out what you want, 
want the revenue accruing from products of the soil? We can make 
estimate of it, Mr. Stevens. 


Hon. Mr. Stevens: “Yes, to interpret that statement. 


Sir Henry THorntToN: We can make an estimate. It will not be accurat 
but it will be sufficiently accurate for your purpose. . Nobody can get it ae 
closer. : 


Mr. Hanson: On pages 32 and 33 of your statement there is a comparative 
statement of revenue tonnage by commodities, and it is divided into five head- 
ings. Perhaps we could have an approximation in dollars and cents, of what. 
the revenues were in money from those particular five headings? 

{Sir Henry W. Thornton.] : 
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INRY THORNTON: We cannot get it. We can make a stab at the pro-. 
griculture, but the other would be an extremely large order. 
2 psa All ee 


. Mr. Deaeee here j is an BP aidion, yes; four alten Galas of 
se was accounted for by the previous crop. 


r Henry THorNTON: The total increase in grain revenue in the western 
and I am speaking only of that—was roughly $10,000,000. Of that 

e $4,000,000 was accounted for by the carry over from the previous year. 

r. Geary: The 1927 crop? 

ENRY THORNTON: Yes. 

Geary: Have you got the 1926 carry over? 

r Henry THornToN: We have not that here. 


: Hon. Mr. Dunninc: The question which produced that is the relationship 
esent carry over from 1928 to 1929, and is the one to which Sir Henry 
on) is now referring. My impression is it is about as much, if not more. 


in relation to the gross crop? 
Henry THornton: No; I cannot say that. A late year always brings 


[ - Geary: May I follow that for a moment. Mr. Dunning may know 
ar than Sir Henry about that. The statement was made that the carry over 
ds on the size of the crop. Is that accurate? 


a. Mr. Dunnine: No, it isnot. The only factor is that a late crop might 


Mr. Dunnine: The progress of marketing does affect it in some 
ut, only rarely. Usually the terminals are in shape to receive the new 
Very seldom is-the carry over a blocking factor. 

‘Geary: Would that be because the carry over in August is sacrificed 
to make room? 


Hanson: No, not necessarily. 


Ce 


_ Sir Henry THornton: There are a great many different elements which 

Bip into a grain movement, and among the difficulties in estimating the value 
e jovermment are unexpected factors which vary from year to year. 

r. Dunnine: There is very little difference between us, Mr. Geary. 

ed to the corny over m the first piace I referred to it from the rail- 


{Sir Henry W. Thien 


10 SELECT STANDING COMMITTEE 


move the crop? 
Hon. Mr. Dunnine: No, it arose from several conditions. If there 


movement westward to the Pacific; but from the railway point of view there i: 
a tendency for some corporations to store their grain in their own coun 
elevators as far as possible, because under circumstances which prevail in 
years it is a cheaper form of storage than at the head of the lakes or elsewhe 
Consequently, the carry over to which I refer is a carry over still in the farm 
hands or in the country elevators on the first day of January in any year. M 
I ask, Sir Henry, are you not of the opinion from the reports that the carr 
over on the 1st of January, 1929, was approximately equal, if not greater, than 
ihe carry over from the point of view which you had on the 1st of January, 1928? 
_Sir Henry THornton: I would say it was rather greater, without lookin 

up the statistics. 
Hon. Mr. Dunninc: That has an important bearing on Mr. Stevens’ ques~ 
tion. Probably the carry over could be estimated. sa! 
Sir Henry TuHorNnton: We can find that out, if you would like to have it. 


Sir Henry THornton: General order 488 effective September 12th 
which reduced the grain rates in western Canada to Port Arthur and Fo 
William to C. P. R. main line basis, and grain rates to Vancouver and Prince 
Rupert for export, were reduced to the lakehead basis. These reductions reduce 
our revenues by $780,000 for the period January 1st, 1928 to September 11th 
1928. After September 11th, both years, the rates were the same. In the sam 
way there was a reduction on rates on grain from lakehead to Quebec, and 0: 
the traffic which moved over ‘this route in February and March, 1928 there w 
a reduction o@ $64,000. This is the first time the railway has to any exte 
moved grain over the northern route via Cochrane. The rate from Fort William 
to Quebec was reduced from 344 cents to eighteen point three four cents per 
hundred pounds, while the rate to Halifax remained at 354 cents per hundred 
pounds. There were also reductions in distributing rates effective September 
12th, 1927, which resulted in a loss of $64,000 for the period January Ist to 
September 12th, after which date the rates were the same in both years. eae 

The reduction of our revenue due to decreased freight rates was $908,000. 


Mr. Geary: None of it was reflected— 
Sir Henry THorNTON: Before you compare 1928 with 1927 rate reductions, 
subtract from our gross in 1928 $908,000. Does that answer your question? 
Mr. Geary: Yes, thank you. We will take the expenses later on. 
Mr. McLean (Melfort): Are there any increases to balance that? 
Sir Henry THornton: No. 
Mr. Gary: What is your miscellaneous item in revenue? 
Sir Henry THorntTon: I do not know just to what you are referring. Those 
represent the International Bridge Company tolls, the Victoria Jubilee Bridge 
tolls, fuel stations, wharf dockage, labour and handling. — 
Mr. Geary: No investments? - ‘ 
[Sir Henry W. Thornton. ] ( 
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Henry THoRNToN: That is only expenses you are reading; that is not 
e. The revenue from the International Bridge Company was $350,000; 
e Victoria Bridge, $448,000. Those are the two particular items. 

Mr. Stevens: You have an item of $16,000,000 in that miscellaneous. 
Henry Tuornton: I am only explaining the increase. Mr. Geary 
hat we represented by miscellaneous earnings. That appears on page 18 
rt. That represents everything excepting accounts 101, 102, 106 and 


Hon. Mr. Dunninc: It includes telegraphs and dining cars and all that 
of thing. There are only five items on the first page, and miscellaneous 
ents the summarizing of most of them. 
Mr Gary: Your account numbers are the Dominion Bureau of Statistics, 
ey the Interstate Commerce Commission’s numbers? 
ENRY THORNTON: We use the Interstate Commerce Commission’s num- 
_ They are the same in Canada. 
Mir. Gmary: Practically the same classification. 
ir Henry THORNTON: Exactly the same classification. We will now go on 
ote Maintenance of Way and Structures, Maintenance of Equipment, 
ortation and Betterments 
Mr. Hanson: Before we leave these headings “Maintenance of Way and 
ictures” and “Maintenance of Equipment”: Is the increase there the standard 
ase for the year, having regard to your mileage, or what is it based upon? 
Sir pansy Trrornton: You are speaking of Maintenance of Way and 
res 
Be : Seis ¢ 
(ir. Hanson: There is a standard and an obligation every year to keep 
certain standard—sometimes that is deferred? 
- Henry Tuornton: There is no obligation. It is the part of good 
mt and good business to maintain the railway at the standard’ which 
acter of the traffic requires, and from year to year to improve that 
ard as the traffic demands. 
Mr. Hanson: Raise up the standard? 
Sir Henry THornton: Yes. 
Hanson: I suppose you know there is a certain amount of criticism 
maritime provinces in regard to maintenance of way? 
Henry THornton: I have not heard of it. 
Hanson: You have not travelled over your branch lines down there? 
Henry THornton: Oh yes I have. 
r, Hanson: You have probably not travelled over the bumps. 
Henry Tuornron: Bumps are not unusual in the maritimes. 
fr. Hanson: There is a saying that the railway is not being kept up. 
Henry THornton: As a matter of fact the standard of the main lines 
maritime provinces has been very materially improved in the last six 


Hanson: I.think some of the criticism is due to the fact that you 

ing heavier equipment. 

ir Henry THORNTON: We have materially improved the standard of the 
Now, with respect to branch lines, that is a matter of judgment. 

usly foolish to maintain a branch line over which there is a light and 

infrequent traffic at the same standard as the main line. That is one 

gs in respect of which we are paid to use our judgment. 

TO eaetcee c {Sir Henry W. Thornton.] 
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Mr. Geary: I suggest these questions might be more readily taken up whel 
dealing with expenditures. Is any of that deferred, or just the current expendi- 
tures? ee 
Sir Henry THorNTON: There is nothing deferred. It is all current. Wha 
usually happens on every railway is if you happen to get a good year you. 
naturally take advantage of that year and spend as much as you think you 
purse will permit, but if you get a bad year, you economize. That is done 1 
every business. : 

Mr. Hanson: That is an absolutely true statement. That is ordinary 
common sense. : 

Hon. Mr. Dunntne: As a matter of fact, if you are hauling more freight 
over the road and getting more out of it, you have to spend more in order to 
be able to do it. ; f 

Mr. Geary: The road is never cramped then as long as it can reasonably 
maintain its way? 

Sir Henry THorNTON: When the consolidated management took hold of 
the railway we found that the maintenance of certain parts of the main line, 
not only in the maritimes but in the west and everywhere, was below the 
standard I thought it ought to be, and we have year by year extended ourselves 
financially to try to catch that up. For instance, if you take the road from 
Lucerne to Prince Rupert, it was badly in need of both ballast and ties six years 
ago, and on certain parts of the road you could not run a passenger train at a 
higher speed than fifteen miles per hour. That had to be brought up to standard. 
The same thing was true with other parts of the railway. Then there was a 
question of stone ballast between Montreal and Toronto and straight through 
to Chicago. The thing has to be done, and we are doing it as rapidly as we can. — 
It cannot be done in a year, but it must be done. Re 

Mr. Geary: During the last four or five years there has been no conscious © 
let up in the maintenance of way? 

‘Sir Henry THornton: I would say it is just the reverse; we have spent 
more than perhaps we should it some ways, because I felt the necessity for 
improving the character of the track. 

Hon. Mr. Dunninc: That improvement is visible all over the system. * 

Hon. Mr. Stevens: No doubt about it; no doubt in the world. 

Sir Henry THorNtoN: We have now come down to Betterment. Then | 
there is the Flin Flon line, to which reference is made; the Hudson’s Bay rail- — 
way— Re 

Mr. Geary: Will we get the Hudson’s Bay railway in detail? ig 

Sir Henry THornton: No, you will not get that unless you raise it your- — 
self. We will be glad to answer any questions you like to ask. : 

Mr. Geary: You are working as an agent for the government in that? 

Sir Henry THornTon: Yes. . 

Mr. Geary: Mr. Dunning, where can we get those expenditures? 

Hon. Mr. Dunninc: In the House, in the usual way. 

Mr. Geary: In your estimates? . 

Hon. Mr. Dunnine: Yes. The amount expended on the Hudson’s Bay 
railway was expended by the Canadian National as the agent for the Minister, 
and the House votes the money. raat 

Mr. Hanson: They are a year old. at 

Hon. Mr. Dunning: That is always true, but if there is any question 
about what the railway spent, the railway officers will be glad to give you that 

[Sir Henry W. Thornton.] ' i ; ; a 
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: in. But it is a government expenditure using the Canadian National 

. agency through which the work is being done, and as the most economical 

y of getting it done. 

Hon. Mr. Stevens: Perhaps the Minister (Hon. Mr. Dunning) would have 

omplete statement prepared so we could get it rapidly in the House? 

- Hon. Mr. Dunnine: When I bring down my own estimates I will be 

) give you any information. 

Mr. Geary: It would be a convenience while Sir Henry (Thornton) and 

officers are here if we could have that statement of expenditure. 

Hon. Mr. Dunnine: I would suggest, if not inconvenient to you, after 

ase accounts are cleaned up, if the committee wish to discuss that—it is not 

roperly before this committee. 

Sion: Mr. Cuartin: It will have a tendency to save time in your work. 

Hon. Mr. Srevens: Suppose you prepared a statement which we could 

ae upon which we could intelligently criticize or ask any questions 

able 

_ Hon. Mr. Dunnine: We can do that. 

Mr. Guary: In this committee? 

Hon. Mr. Dunnine: We can do that. 

The Cuammman: The discussion to take place when we are through with 

report. 

Hon. Mr. Stevens: It is not before the committee properly, but inasmuch 

he railways are handling the funds we might strain the reference to the 

mmittee and incorporate that. 

Sir Henry THornron: We cannot include that in our report, because we 

e only the agents. The next item is “ Hotels.” 

Hon. Mr. Stevens: I noticed a very interesting hole in the ground when 

was out on the coast at Easter. It seems to be rather a slow ery from a hole 
otel. What is the progress on that? 

Sir Henry THornton: If you will watch the little seed grow, Mr. Stevens, 

uu will find it will progress as rapidly as we can make it. We have no desire 

delay it. * 

Hon. Mr. Stevens: How are you getting along? I understand the plans 

not ready. 

Sir Henry THornton: Yes, they are ready. There is no delay anywhere. 

Hon. Mr. Stevens: It will go right along? 

ir Henry THoRNTON: Yes. 

Mir. McLean (Melfort): How large a hotel will that be? 

Sir Henry Tuornton: Five hundred bedrooms. 

r. Hanson: I notice this is a brief statement of what you have done in 

st, but it does not give us much indication of the policy of the company 

espect to the future. I mention this because since I left home quite a 

ntial agitation in my own little town has started for a hotel, and I expect 

vill be coming to see you. 

} HENRY THORNTON: I have yet to find any community which is not 

uing the same course. 

Hanson: I am warning you that a delegation i is coming. 

Sir Henry Tuornton: I knew it was coming. 

_Jenxins: Have you anything to say with regard to the situation at 


etown? — 
[Sir Henry W. Thornton.] 
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Sir Henry Tuornron: That will come up in the estimates. 
Mr. Geary: Whether they pay or not, I can testify to the fact that you 
run good hotels. ee 
Sir Henry Tuornton: We try to, but sometimes they are not as good 
as we would like to see them. 
In the main, however, they are pretty well done. Jasper Park is becoming 
one of the talking points of the American continent. People go there from all 
over the country. Curiously enough, to illustrate that, I met a gentleman there 
last year, a very wealthy man from Philadelphia, who came to stay two weeks 
and stayed two months, and he said he was so pleased with Jasper Park that 
he intended to make some large investments in Canada, and I think he did. 
Mr. Grary: He probably had the room I wanted to get. Aynway, they — 
‘do you pretty well there. a 
Mr. Hanson: Is the hotel department of the company a profitable under- 
taking? ; 
Sir Henry Tuornton: Taking it from its own earnings, it is not. We had 
-a loss of $135,000 last year, and that will come up in the analysis of expenses._ 

It is not profitable by itself, but taking it in connection with the railway opera-_ 

- tion, I think it is a desirable thing to continue. a 
Mr. Hanson: Then there is the condition that your competiors are going 
strong. y 
Sir Henry THorRNToN: Very strong, and we are having some trouble in<2 
keeping up. The next item is “Wages and Labour,” then the “ Montreal — 
Terminals.” z 
Mr. Srevens: I see that will cost $50,000,000. ae 


Sir Henry Tuornton: I should think about that. It certainly would not — 
exceed that. 
Hon. Mr. Stevens: Would there be any recovery from that? ae 
Sir Henry THORNTON: Yes, a very material recovery. We estimate that | 
the revenue which will ultimately accrue from overhead rights not required for 
railway purposes will go a very considerable way toward paying the interest on — 
the annual cost. : 
Mr. Geary: Is the location finally determined upon? 
Sir Henry THornton: Yes, as far as we are concerned. ; 
Mr. Hanson: Following up that thought in connection with revenue, wil 
you elaborate on that a little, because that is a phase of the question which we 
do not know much about. e 
Sir Henry THornton: I think it might be more properly taken up in- 
connection with the consideration of the terminal itself. : ve 
Hon. Mr. Dunninc: Inasmuch as the subject has brought a resolution now : 
on the order paper, which will undoubtedly result in the whole matter being 
referred to the General Railway Committee, we are not in a position to discuss — 
something here which is not properly before the House. 
Mr. Hanson: It is covered by this reference, and perhaps some of us” 
would not have the opportunity of appearing before that other committee. — 
However, I will not stress the point if there is an objection taken. ee 
Hon. Mr. Dunnine: The only objection I would take is that the plan is © 
not and cannot be before us properly; it is only a piecemeal way of getting at it. 
Mr. Hanson: I suppose it is useless to hope for any joint terminal facilities 
in Montreal? ees we 
[Sir Henry W. Thornton.] ee 
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_ appropriate elsewhere, I can only say that as far as we are concerned, 
quite willing to welcome the Canadian Pacific Railway to a participation 


’ 


tr. HANSON: But it must be your terminal, and they say it must be 


; Henry THORNTON: Tt is not a question of ownership; it is a question 
vhat each railway wants to do. We have offered them under every reason- 
a eguard the hospitality—if you want to put it that way—of our terminal. 
Il not use their terminal because it would be quite unsatisfactory, and . 
debar our giving to the public the service which we think the public needs. 
‘Mr. Geary: Are you having any difficulty in the Toronto terminal because 
oint arrangement? 
‘Sir Henry THORNTON: None whatever. 

r. Hanson: Would not a joint arrangement be advantageous in 


Mr. Geary: And you do not want to go into theirs? 
Sir Henry THornton: Not only don’t want to, but I won’t for the very 
le reason that going into their terminal would restrict the service— 
Mr. Geary: I do not mean that, but I was speaking of the Toronto arrange- 
nt, where the stock is held fifty-fifty. 
ir Henry THornton: That works quite satisfactorily. It is an arrange- 
ent in quite common use all over the world. 
Mr. Hanson: The Grand Central in New York is an outstanding example. 
Henry THornton: Not the Grand Central. I think that is owned 
ointly by the New York Central and the New Haven, and the other roads 
ng it are tenants. On the other hand you have the St. Louis terminal used 
‘some fifteen different railways. 
Mr. Hanson: What about the Washington terminal? 
Sir Henry THornton: That is a joint terminal. 
Mr. Hanson: Well, here is a huge expenditure of $50,000,000 which might 
art be avoided if these two railway systems could get together. 
r Henry THornton: This perhaps may not be the place to discuss it, 
_we feel that we have very good reasons for the position which has been 
They will eventually all come out when this gets before the proper 
amittee. . 
Hon. Mr. Dunnine: The objection is not to getting together; it is in 
o the facilities which each one feels it must have—physical facilities. 
tt a question at all of whether there should be a union arrangement as 


Sir Henry THornton: No, and the further fact that each railway is laid 
in such a fashion that one does not lend itself to the other. 


- Hanson: We had the same thing in a very small degree in the city 

dericton where it would have been a fine thing if the two railways could 

me into one station. Each was willing to take the other into its station, 

ither would agree to go, and the result is that we have a duplication of 
et et he [Sir Henry W. Thornton.] 
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passenger terminal facilities within a distance of less than half a mile. There — 
was strong objection taken on the part of the shippers who after all have to 
pay for it. 

Sir Henry THornton: I suppose the shippers could not get improved 
facilties for nothing. 

Mr. Hanson: But when you have a duplication of facilities, you have to 
pay interest on them. 

Sir Henry Tuornton: So far as we are concerned, we are willing to 
make every arrangement to avoid duplication. 

Hon. Mr. Dunnine: In fairness to both I think I have expressed to both 
managements remarks similar to those expressed by Mr. Hanson, and I think 
I can say for both railways that, taking Canada as a whole, there has been 

-a marked advance in the effort to avoid expensive duplication during the past 
year. Both managements have responded in many parts of Canada. That is — 
all to the good, but one cannot insist upon that under all circumstances and in 
all places. 

Sir Henry THORNTON: We now pass to “ Alberta Railways”; “ Finance 44: 

Hon. Mr. Stevens: Under the head of “Finance”, I want to ask Sir 
Henry Thornton to give us a little light on two or three points. For instance, 
under the Appropriation Acts $39,000,000 was voted last year, and I see there 
was an issue of $35,000,000 of four and a half per cent forty year guaranteed 
gold bonds made for various purposes, approximately as follows: Expenditures 
for branch line construction and the Toronto viaduct scheme, $13,500,000, and 
various expenditures under the 1928 budget of $21,500,000. Will you give us 
an explanation of that twenty-one and a half million dollars for various 
expenditures? 

Sir Henry THornton: Perhaps I might mention some of the larger items. 
Well, there is one million five hundred thousand for new rails and fastenings, 
required to re-lay with heavier rails, and that represents the portion to be 
charged to capital. There is $2,300,000 for tie-plates. e 

Mr. Hanson: Is that all capital? 

Sir Henry THorNToN: Yes. 

Hon. Mr. Stevens: Why? 

Sir Henry THorNtTon: Under the accounting rules we must give it this 
number. Where we had no tie-plates before, the accounting rules say we must 
charge it to capital. 

Mr. Geary: You set up no depreciation fund for equipment? 

Sir Henry THornton: No, on the American lines we do, but not,in 
Canada. 

Mr. Hanson: ‘This provides for no replacement of depreciated propert; 
but new property—where they did not have any property before? 

Hon. Mr. Srevens: You state that is under the accepted system of 
accounting chargeable to capital? : 

Sir Henry THornton: Yes, and any additions to the property. 

Hon. Mr. Stevens: It might be used to improve the maintenance of way; 
it struck me as ‘extreme to charge it all to capital. 

Sir Henry TuorNTON: We have no recourse; that is the way it must be © 
done. Then $770,000 for a larger freight terminal; $440,000 for a larger 
passenger terminal; $744,000 for ordinary tracks and business sidings, and 
$1,600,000 for subways, overhead bridges, and grade separations; $1,473,000 for 
new locomotives and new shopbuilding; $3,112,000 for additional telegraph lines 
and equipment of which a part was for the purpose of the Western Union lines 

[Sir Henry, W. Thornton.] 
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maritime provinces; $3,652,000 for additions to hotels and new hotels. 
re are a large number of items running from a few thousand dollars up to 
or three hundred thousand. 
Ton. cae Srevens: And do I understand that all of these are capital ex- 
ditures? ; 
Sir Henry THornTon: All of these are capital expenditures and must be 
ed to capital under the accounting rules. 

. Hanson:. These are the Interstate Commerce Commission rules? 
‘Sir Henry THornton: Yes, and also the rules of our own Railway Commis- 


[r. Cantuey: What does the acquisition of the telegraph lines in the 

itime provinces amount to? 

‘Sir Henry THornToN: $1,103,000. 

‘Mr. Hanson: That is the total purchase price, and has been paid? 

‘Sir Henry Tuornton: Yes. 

Mr. Hanson: Why have you not taken possession? 

Sir Henry THornton: Since 1924, negotiations have been under way for 
urchase of the land, line and facilities of the Western Union Telegraph Com- 

in Nova Scotia, New Brunswick and Prince Edward Island. These negotia- 

were completed in 1928 and the property will be turned over to the Can- 

ian National Railways as soon as the Western Union has finished its facilities 

handling the cable business. It is expected that will be done some time in 
1929. 

Mr. Hanson: You took over their staff? 

Sir Henry “THORNTON: Yes, except the cable lines. 

Hon. Mr. Stevens: I note in the following paragraph the words “Funded 
’ Tn view of the fact that the entire $35,000,000 was used, why should it 

be included in the funded debt? 

Mr. Cooper: That portion was not used as of December 31st. 

Hon. Mr. Srevens: It says here that on December Ist, $35,000,000 was 

ued, but there was a holdback of $8,666,000, and I am asking why if the issue 

‘made on December 1st it would not be reflected in the funded debt? 

Mr. Coorer: There was an issue of $35,000,000, but the arrangement with 

underwriters was that they would only take the $26,000,000 in 1928 and 

e $8,666,000 for 1929. They were actually outstanding, as far as our com- 
was concerned, on December 31st; they were authorized but not issued. 

Hon. Mr. Stevens: That is not in harmony with the statement here. You 

re various expenditures in the 1928 budget, $21,000,000, which takes up all the 

00,000; now how can you have the expenditure under the 1928 budget and 

arry-over of half a million or more into the 1929 budget? 

Mr. Coorrr: We had not drawn the $35,000,000 down; we had drawn 

000,000 down. We only take sums into our accounts as they are drawn 


me 


on. Mr. Srevens: Is that statement which we were analyzing a moment 
incorrect? | 

Mr. Coorzr: No we do not draw down money in advance of expenditures. 
Hon. Mr. Srevens: Leave that for a moment and turn to the next page, 
find there is an item of $40,000 borrowed from the banks, Just as you 
nd there is the item for $22,000,000, and the retirement of considerable 
res stock, which is of course quite all right; an expenditure incurred ~ 
: w : Z 4 Sine 8 : [Sir ‘Henry W. Thornton.] 
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during the nine months to December 31, 1927, of $5,900,000. And an exper 
ture made under the 1928 budget of $11,000,000 or $40,000,000. And then 
goes on to say that it is intended that during the present year, 1929,  long-tern 
financing will be arranged-under which moneys provided by the bank, as above, 
will be repaid. Now you have arranged to take care of the 1928 budget. The 
you say there are $8,000,000 not yet drawn on that on December 31st. 

Mr. Cooprr: Yes. 

Hon. Mr. Srevens: And then you have $40,000,000 here, part of it 


1928, expenditures made under the 1928 budget of $11,000,000, and you oe 
pose to make an issue of $40,000,000 securities to cover that. 


Mr. Coorrr: Yes, the $40,000,000 is simply for temporary financing, anc 
when it is replaced by permanent financing— 
Mr. Hanson: I do not think Mr. Cooper has got Mr. Stevens’ point yet 
Hon. Mr. Srevens: Put it in this way, when you make the issue o 
$35,000,000, why are you not reflecting that in the funded debt and showin; 
available on the other side of the account, unexpended $8,666,000 


Mr. Coorrr: Would you mind turning to pages 14 and 15? 


Hon. Mr. Dunnine: I was wondering whether the eight millions wa 
still in the temporary financing on December 31st? 


Mr. Cooper: No, but in making the issue of $35,000,000 those bonds are 
prepared and signed and placed in the delivery office; but our arrangement ir 
this particular case, was that up to December 31st, there should be onl 
$26,000,000 actually taken up by the underwriters. 

In our accounting we would create a liability $35,000,000, and we would 
charge the underwriters with $25,000,000 and we would show dn existence the — 
$8,000,000. 


ve Mr. Stevens: Where would you show that $8,000,000? 


Coorrr: In the balance sheet, counting for balance sheet purpose 
only ae amount of securities in the treasury not issued at December 31st. 
would be deducted from the gross amount which was originally set up, the 
net amount of funded debt outstanding being simply the bonds which had | 
been actually issued by the company and delivered, as at the date when the 
balance sheet was made out. If we had made a balance sheet of January 3rd, 
the whole $35,000,000 would have been there. 


Hon. Mr. Srevens: You could have shown the $8,000,000 as 4 in the 
hands of the underwriters, as an asset, if you liked? 


Mr. Cooper: If you care, I will show you the regulations oma whic 
we work, which state what we should do in a case such as that. 


Hon. Mr. Stevens: Leaving that for a moment, and going to the $40,000, 
000, is your $8,666,000 carried over in any way reflected in this $40,000,00 
which you borrowed from the banks? 


Mr. Cooper: No. The $35,000,000 is permanent, while the $40,000, 000° 
is not. Out of the $35,000,000 we got twenty-one and one half of the 1928 
budget; and out of the $40,000,000 temporary financing we got $11, 000,000 
on the 1928 budget; that is $32,800,000. Our operating results were so muc 
better than the estimate that we probably did not spend it, and we will not 
draw down the full amount of the $35,000,000. i 


Hon. Mr. Stevens: Now, the $8,666,000 you say, is in the hands on th 
underwriters? 


Mr. Cooper: At Dec. 31st. 


Hon. Mr. Stevens: Not released? 
[Mr. H. T. Cooper.] 
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-Coorrr: No, not then, 

. Mr. Stnvens: But the money for which that was issued was spent on this 
ite cnale by Sir Henry a few moments ago, in the purchase of equip- 
nd so on 


n. Mr. Stevens: That was actually expended in 1928? 
Cooper: But you will remember that it belongs to the full $35,000,000. 
nm. Mr. Stevens: I asked a while ago what that $21,000,000 was, and 


enry gave us a long statement of expenditures included in the $35, 000, 000. 
leat you have pee out the $8,666,000 if the bonds had not been released 


i Mr. econ? ib ined to explain that we do not spend money as it fe released 
by the underwriters. We spend money in advance of its release by the under- 


Hon. Mr. Srevens: Where is that reflected? 

Mr. Coorrr: In our general capital. 

‘Hon. Mr. Stevens: And it is not included in the $40,000,000. 

Mr. Coorrr: In the $40,000,000 there is $11,000,000 of the 1928 budget. 
Hon. Mr. Stevens: Would that include the $8,000,000. 

r. Cooper: No, sir. 

r. CantTLEY: I would like to ask if that $8,000,000 is comparable with 
amount on the next page? 

on, Mr. Stevens: No, that is another item. 

Mr. Cantey: Is it a comparable item? 

r. Cooper: I do not-think you can tie the $8,000,000 up against the 1928 
dget at all. There is $21,000,000 in the budget. 

Mr. Cantiry: Does the $8,666,000 appear the next year in the same manner 
he $35,000,000 appears this year as expenditures made the year previously? 
_ Mr. Coorzr: No, I was trying to explain that the $8,000,000 does not 
necessarily relate to the 1928 budget. Only $21,000,000 was under the budget, 
and we had drawn down $26,000,000. It is quite conceivable that we have 
wn $21,000,000 of the $26,000, 000 on account of the budget; and that the 
0,000 which we had not drawn down relates to the branch lines ene 
inals. 

n. Mr. Stevens: I took for granted that it did not relate to that, he: 
se that is under certain statutes? \ 

Mr. Coorrr: I think I am safe in saying that it does relate to the “Branch 
es and the Toronto Terminals”, as distinct from the budget; because the 
inc Lines and the Toronto Terminals have not been completed. 

. Geary: What is the total of your 1928 budget? 

Mr. Cooper: $39,000,000. 

Mr. Geary: And that does not cover the Branch Lines Construction and ~ 
oronto Viaduct? 

Vir. Cooprr: No Sir. 

fr. Geary: And you have $39,000,000 appropriated, of which you spent, 
000,000 less than $21,000,000, that is about $12,000,000 that you spent 
1928 out of your 1928. budget? 

Mr. Coorzr: Altogether we spent on the budget about $31,000,000 or 
000. We financed that in this way, we had $21,000,000 out of the 
000 bond issue, and we got so much from the banks. We made per- 


nt financing on oo of the 1928 budget of about $28,000,000. 
i } { (Mr. H. T. Cooper.] 
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Mr. Geary: Which one of those items, Branch Lines Construction, of the 
1928 budget has not been expended. 
Mr. Goorrr: It is certain that the Branch Lines and the Toronto Terminals’ 
program has not been accomplished. 
Mr. Geary: What you are holding out is $8,666,000 on your Branch Lines 
and Toronto Terminals construction. « a 

Mr. Cooper: “Yes. ae 

Mr. Geary: And you are not charging yourself with that as funded debt 
until you take it up? 

Mr. Cooper: Until it is actually issued. : 

Sir Henry THornton: I might say that the state of the money market 
was such that it would have been inadvisable to have gone into the market with 
any issues of a considerable size, and we thought it preferable to arrange tempor- 
ary financing at such a rate of interest as we could get, and wait to make our 
permanent issues until the money market was such as would permit us to borrow 
at a lower rate of interest. Everybody does that. It was much better to pay 
a little higher rate of interest for twelve months than to saddle ourselves with 
a higher rate of interest for fifteen or twenty years. 

Hon. Mr. Srevens: Of that I have not any criticism at all; that is a 
matter of management. 

Sir Henry THorntTon: Yes. in 

Hon. Mr. Stevens: By arrangement with the underwriters for a large sum, 
there must have been some definite arrangement, and with some purpose ™ 
view, why it was done. Who were the underwriters, and where is the $8,666,000 
reflected? 

Mr. Cooper: We did not take it down because we did not need it. 

Mr. Geary: You did not want to pay interest on it? 

Sir Henry THORNTON: We are doing our best on both sides to make this 
clear. 

Hon. Mr. Stevens: I am not trying to embarrass you at all. 

Sir Henry TuHornton: You do not embarrass me in the least, and we are 
all doing our best to see if we cannot make it clear. 

Hon. Mr. Stevens: I do not think I am unusually stupid? 

Sir Henry THuornton: No, I am not criticizing you but we are all trying 
to make it clear. 

Hon. Mr. Srevens: I have asked two questions, first, why was the — 
$8,666,000 held out, and second, if it was held out, where do you reflect the ~ 
$8,666,000 in some other part of your statement? Gr 

Sir Henry THornton: In other words, why and where? Can you answer 
that, Mr. Cooper? 

Mr. Coover: No, I cannot give the reason why we did not make a full 
issue as of December 31. It is obvious to me that we did not actually need 
the money. As to why we do not show it in some other part of the statement, — 
it was not actually issued at December 31, and the balance sheet is a statement 
as of that date. fe 

Hon. Mr. Stevens: But it was arranged. 

Mr. Cooper: ‘We sold the bonds piecemeal, and we only sold $28,000,000 

Hon. Mr. Stevens: Who were the underwriters? : 

Sir Henry THorntTon: That was issued to Blair & Company under com- 
petitive bidding. 

[Mr, H. 1. :Cooper.] 
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Mr. Stevens: And they took the total issue? 
. Hanson: But not all at one time. The only confusion, I think, 
it you charge up the whole liability as of December 31, 1928, when as a 
er of fact you had not this all outstanding, and he wants to know where 
ystem is for the difference. 
r. Cooper: No, we did not charge the full amount as a liability. Will 
90k at page 28, and go back if you will to page 15. We show funded debt 
natured $977,000,000 on the balance sheet, on page 15. 
‘Mr. Hanson: That is the total on page 15? 
‘Mr. Coormr: That shows $977,000,000 of debt outstanding on December 31. 
at is detailed on pages 28 and 29; on the left-hand side of that, about half- 
down you will see am issue of 40-years guaranteed gold bonds outstanding 
December 31 of $26,334,000, and we star that, so that there will not be any 
understanding and say that that is part of the $35,000,000 issue, balance 
January 3, 1929. 
Mr. Hanson: That is plain enough, and anybody can understand that, 
hat does not answer what I am getting at. Why the $13,500,000? 
Sir Henry THornton: I was going to make this suggestion, Mr. Stevens, 
s agreeable to you, if you like to do so, Mr. Cooper will sit down with you 
ome time and try to make this clear to you. 
_ Hon. Mr. Stevens: I do not want to appear so dumb. 
_ Sir Henry THorntron: On the other hand, we do not want to appear so 
in our explanations that we have not been able to make it clear to you. 
rant to make it as clear as crystal. I have no objections to continuing, by 
eans, but I thought perhaps it might be more convenient for you. You need 
yorry about anybody being dumb about these accounts, because I can tell 
hat there are a lot of us who are dumb in that respect, because they are 
ntricate and hard to follow. 
Mr. McLean (Melfort): That $31,000,000 is not part of the $40,000,000? 
Sir Henry THornton: No, $21,000,000 of it. 
Mr. Geary: Will you tell me how you financed that $25,000,000 between 
ictober and December 31st, 1928? You arranged it with the bank in 1928, and 
ad spent it in 1927. How did you finance it in the meantime? 
Mr. Coorgr: Out of our working capital. 
‘Mr. Geary: How much did your working capital amount to, roughly? 
Mr. Coormr: We had $18,000,000 of cash at December 31, 1928. 
wiGEary: That is just the ordinary cash receipts which you had to work 
BOn, + 
_ Mr. Coorrr: Yes, free of course. 
‘Mr. Gzary: Is that a pretty substantial amount for working capital? 
Mr. Coorrr: I would say that at the present time the working capital is 
very low. ‘ 
Geary: I would say so too. 
Mr. Cantiey: That $18,000,000 is not net? 
Mr. Coorrr: No. 
. r. Cantey: That is varied by current liabilities which are due day by 


Mr. Cooprr: Yes. 
She Cuarmman: Any further questions? Traffic. 
r Henry Tuornron: I want to answer a question which Mr. Stevens 
sed a moment ago. I think I have some information here for him. 
‘ (Mr. H. T. Cooper.] 
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The quantity of wheat in Canada on March 31st, 1929, last, amounted 
244,423,005 bushels, an increase of 18,151,158 bushels over the correspon 


date of last year. 
The 1929 wheat stocks on hand comprise 171,290, 525 bushels in elevat 


flour mills and afloat, 60,517,000 bushels in farmers’ hands and 12, 1 


bushels in transit by rail. 
That has some bearing on the question which Mr. Stevens asked m 


Hon. Mr. Stevens: Thank you. Might I be permitted one further ques 
which is this; in that temporary financing in October 1928, you provi 
$40,000,000 from the bank to cover certain items, retirements, and so on, 
1928 budget. Would there be included in that $40, 000,000 the amount which 
not provided for as you say, in the $35,000,000 out of this bond issue? 


Mr. Coorrr: The $40,000,000 is made up in this way: $5,900,000 fo 
1927 budget; about $23,000,000 to retire Canadian Northern Income Ch 
Debenture Stock: and $11, 351 ,000 of the 1928 budget. That is the $40, 000,0 


Hon. Mr. Srevens: It would not contain the $8,000,000 at all? This bes 
000 is provided for in addition to that? 


Mr. Coorrr: The $8,000,000 in addition to the $40,000,000? Yes. 
Mr. Geary: In 1929 you issued $75,000,000? 4 
Mr. Coorrr: In a way you could say we made $75,000,000 in financim 
year, of which $35,000,000 was permanent and $40,000, 000 was not, and we hai 
not drawn upon the $8, 000,000. 
The CuairMan: The $8,000,000 is in reserve? 
Mr. Cooper: The bonds have not actually been sold. 
Hon. Mr. Stevens: What did you get for the $35,000,000 bond issia? 
Mr. Cooper: The price to the public was $96; that is a yield of 4. 72. 
Mr. Hanson: From the underwriters or from you? 
Mr. Cooper: What the public paid for them. “ 
Hon. Mr. Stevens: What did you get for them? 
Mr. Cooprr: The railways sold them for $94.16. a 
Mr. Hanson: Do you absorb the discount in that particular yeas? 
Mr. Coopsr: No, sir. 
Mr. Hanson: an spread it over the term of the bonds? 
Mr. Coormr: Yes, sir. ee 
Mr. McLean (Melfort): What was the cost of that money to you?- | 
Mr. Cooprr: 4.82. ooo 
Mr. Geary: You just amortize this over forty years? 
Mr. Cooprer: Over the life of the security? 
Mr. Hanson: That is your regular practice? 
Mr. Cooprr: On a straight line amortization basis, yes. _ 
Mr. Geary: That means that when you have finished your financing 


year, you will have $75,000,000 outstanding which will have covered the 
in the 1928 budget, including the whole Toronto terminal. 
Mr. Coorrr: This will cover ‘$5,900,000 for the 1927 budget; $22, 728,000 
to retire Canadian Northern Income Charge Securities; $11,351,000 for 1 
1928 budget; Toronto Terminal and branch lines, $13,500,000 and $21,500, 
for the 1928 budget. 
Mr. Grary: As of December 8rd, 1928? 


Mr. Hanson: And will be reflected in, an increased capital Jnvestmen : 
of over $40,000,000. _ 
(Mr. H. T. Cooper.] F 
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fr. Coormr: The $75,000,000 will not be a net addition to the funded debt. 
Jon. Mr. Cuaprin: Less $2,000,000. 

Coorrer: More than that. We pay off between $6,000,000 and $7,000,000 
pital Trust Certificates each year. 

Mr. Dunnine: The net increase is ascertainable from the accounts 


r. Cooppr: Yes. In 1928 there was a decrease in funded debt of 

)00; there was an increase of short term notes of $43,500,000, so it was 

ncrease of about $40,000,000. 

oo You will be charged with $75,000,000 after your financing 

ar : 

r. Coorrr: Yes. 

Geary: You will not have $8,666,000 in cash, because you will have to 

at to catch up, broadly speaking. 

Coorrr: No. 

Geary: That will just catch you up until December 31st? 

. Cooprr: Yes; that will be going out as the work is completed. 

e Cuainman: Are there any further questions? 

on. Mr. Stevens: I would suggest that where an expenditure is not 

t should not be shown as an expenditure. I was taking it for granted 

se expenditures were made and provided for, as you show them. You say a 

rtion of that has not been expended? 

F.Cooprr: No. — 

on. Mr. Srnvens: I was taking it for granted that it was expended. 

r. Cooper: This memorandum. indicates in a general way what financing 

id in 1928. 

‘Mr. Hanson: There is a difference between the accounting side and the 

cial side. 

on. Mr. Stevens: Surely. © 

Sir Henry Tuornron: “ Traffic,” “Telegraphs,” “Insurance,” “Coloniza- 

Hon. Mr. Stevens: In regard to colonization; there is a clause there which 

rs: “The decrease in British immigrants is partly accounted for by delays 

ulting from the regulations under which they were recruited.” What is the 
ag of that? 

Sir Henry THornron: The decrease in the movement of British people 

largely to the time constimed in connection with the regulation regard- 

tigation, medical examination, and so forth, and although the reduced 

‘continued in 1928 the long delays occurring before the warrants were 

sued resulted in many cases in the applicants withdrawing their appli- 


ms in Canada were not available for their accommodation. In cases 

e British families were large and had not sufficient capital to settle on 

their own, difficulty is experienced in Canada in placing them, as the 

e Canadian farmer who could give them employment has not the facili- 
ouse them. 

ton. Mr. STEVENS: The first part of that refers to what I asked in my 


[Mr. H. T. Cooper.] 
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_ Sir Henry Tuornron: I do not know whether one could say “ the onerou 
nature of these regulations,” but at any rate the regulations were such» 
speedy action became difficult, if not impossible. 
Hon. Mr. Cuapuin: There were changes made in the regulations? 
Mr. Guertin: There have been substantial changes in the regulati S 
Hon. Mr. Cuaryin: What was the nature of the changes? e 
Mr. Gusrtin: Additional facilities granted for medical inspection, a retu 


T believe, to the system under which additional doctors are provided. 
Hon. Mr. Stevens: British doctors? 


Mr. Guertin: Yes. 

Hon. Mr. Stevens: Do you know how many? we 

Mr. Guertin: I have no record of the number. Then the simplification o 
the forms in use. 

Hon. Mr. Stevens: These long forms: ars used to fill out? 

Mr. GurRTIN: Yes. 

Hon. Mr. Stevens: Do they still have a civil examination? 

Mr. Guprtin: Yes, they do, but it is much more simple. 


Mr. Geary: As a matter of fact, the European immigrants increased unde 
the regulations, while the British immigrants decreased? 


Mr. Guertin: During 1928? 

Mr. Geary: Yes. 4 

Mr. Guertin: True. 

Mr. Geary: You lost thirty-two hundred irae “ ae 

Hon. Mr. Dunnine: If one may go back a bit, following the sittings 
the committee last year on immigration, cértain changes were recommended by 


the committee, and I think it was after that period that the changes in th 
regulations’ were made effective,-and probably would affect one half of the— 


Mr. Gurrtin: The changes were made about the middle of the recruitin 
season. They would hardly be reflected in the 1928 business. 

Hon. Mr. Stevens: How is it this year? 

Mr. Guertin: We note some improvement—a slight increase. : 

Mr. Geary: Under your auspices these-European immigrants come in, 
at least so many are Britishers, Is that not rather a misstatement. I did 
know that-Great Britain was in Europe. 

Sir Henry THornton: Is not Great Britain in Europe? 

Mr. Geary: I am not speaking geographically. You do not include th 
as a rule. 

Sir Henry THornton: We segregate ‘ae British immigrants, yes. © 

Hon. Mr. Dunnine: “Of these” are the words used. : 

Mr. Geary: The Britishers are part of the European immigrants. 

Hon. Mr. Cuapiin: The continent is by itself. 

Sir Henry THorntTon: I am afraid I do not quite catch Mr. Geary’s poin 

Mr. Geary: You start by saying that during the year forty thous 
European immigrants excluding British harvesters, and then you say “Of th 
five thousand six hundred and fifteen were Britishers.” You do class them a 
to begin with as Europeans. 

Sir Henry THornton: Yes. 

Mr. Geary: That is not quite true, is it, as a matter of fact? 

{[Mr. H. T. Cooper.] ( 
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oe THORNTON: Well, I don’t know. We have certain immigrants 
from the United States. I one we should eal those who 


y sacnect to ae that. 
Geary: Great Britain is on the continent of Europe. 


ir Henry THorRNTON: One might suspect it, at least. Geographically I 
Me that peseaHonaely Great Britain would be considered a part of the 


GEARY: When you leave Great Britain, to where do you speak of 
To the continent. It is always distinguished from the rest of Europe. 


ir Henry THornton: ‘That is a popular expression which is used in 


Mr. Geary: The English people do not regard themselves as Europeans, 
speak of going to the continent. 
don. Mr. Dunnine: Not quite as you mention it: “ From the island to 


Mir. tear: England ae a oe of splendid isolation. 
Mr. Hanson: When do we meet again? 
The CuHatrMAN: I am in the hands of the committee. 


Hon. Mr. Dunninc: In as much as the Canadian National officers are 
ctically all here, I think for their benefit it would be desirable to keep the 
nittee going. I would suggest that we meet to-morrow morning. 


‘The CuairMan: We will sit again to-morrow at eleven o’clock. 


The committee adjourned until April 18th, at eleven o’clock. 
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‘MINUTES OF PROCEEDINGS 
Room 375, Housk or ComMMoNs, 
THURSDAY, 18th April, 1929. 


ne Select Standing Committee on Railways an Shipping owned, operated 
Iled by the Government was scheduled to meet to-day at 11 a.m. 


, mark of respect to the memory of Hon. J. W. Edwards of Frontenac- 
1, Who died this ee, the Committee did not convene. 


The Committee will, meet on Tuesday, 23rd April, at ll am. - 


_ Room 375, House or Commons, 
Turspay, 28rd April, 1929. 


e Select Standing Committee on Railways and Shipping owned, operated 
oo by the Government met at 11 a.m., Sir Eugene Fiset, Chairman, 


mbers present: Messrs. Bell (St. Antoine), Cantley, Duff, Dunning, 
ray, Jelliff, ee McLean ee Milne, ms Stevens. 


? R. a C. Henry, Deputy Minister, and Major Anderson, of the Depart- 
Railways and Canals. 


ANNUAL REPORT OF CANADIAN NATIONAL RAILWAY SYSTEM 


by 


sideration of the Report was resumed, and the following items, as con- 
on pages 9 and 10, were called for discussion, viz: Land Sales. Pur- 

d Stores. Industrial Department. Pensions. European Traffic. 
runk Western Consolidation. Central Vermont. West Indies Trade 


~ 
_ NATIONAL RAILWAYS SYSTEM. ANALYSIS OF 1928 OPERATING EXPENSES 
AS COMPARED WITH 1927 


cing at page 1, this analysis was read and discussed, section by 
p to ang including “ Train Enginemen ” on page 7. 


JOHN T. DUN, 
\ Clerk of the Committee. 


MINUTES OF EVIDENCE 


Room, 375, Housr or Commons, 
Apri 23, 1929. 


‘he Select Special Committee on Railways and Shipping met at 11 a.m., 
e Chairman, Sir Eugene Fiset, presiding. 


The CHarrMAN: When we adjourned at the last meeting we were con- 
ering the report of Sir Henry Thornton to the Minister and had stopped at 
Land Sales.” Sir Henry, will you go on from there? 

‘Sir Henry Tuornton: I think perhaps before I continue it would be best 
to answer the questions asked at the last meeting, in order to clear up the old 
business. Mr. Stevens asked this question: ‘‘ What was the carry-over of grain 
January 1, 1928, as compared with that at January 1, 1927?” I have a 
statement here which I will file with the reporter and it may be included in 
1e minutes, answering that question. It is as follows: 


CANADIAN WHEAT Srruation Dec. 31st, 1927 AS COMPARED wiTH Dec. 31st, 1928 


Infarmers’ In country In other Total 
— hands elevators elevators 
(bushels) (bushels) (bushels) (bushels) 
WGC ODT.) yes, 105,000, 000 46,000,000 112,000,000 263,000,000 
Weer Sl, 1908 ise. 102, 000, 000 61,000,000 166,000,000 329,000,000 


Carry-over at the end of the calendar year 1928 was greater than 
_ the 1927 carry-over by 66,000,000 bushels, of which greater amount 
- 12,000,000 bushels had not yet started its rail movement and 54,000,000 
bushels had partially completed its rail movement. 


The next question which Mr. Stevens asked was what proportion of the 
ss freight revenue in 1928 is chargeable to the products of the soil. That 
lestion can not quite be answered in the form it was put, but this is as near 
[ can get it. “ The estimated gross earnings accruing from products of 
culture on ‘the Canaidian National Railways in 1928 represented 26 per 
ce t of the freight revenue. Agricultural products made up 40 per cent of 
the revenue ton mileage of the system.” 

- Then someone—I cannot quite remember who it was—asked for some 
1 ation with respect to the Hudson’s Bay Railway. I think Hon. Mr. 
Bind or Mr. Henry has that. 

The Cuairman; I think it was decided that that was to be brought before 
her Committee. ¢ 

on. Mr. Dunnine: Perhaps I misunderstood, but I thought the arrange- 
was that we were to clear up the Canadian National matters and then have 
ble information regarding the Canadian National work for the govern- 
n the Hudson’s Bay, so as not to interrupt the continuity of our work. 
Henry THornton: ‘The next item is “ Land Sales,” ‘‘ Purchases and 
es,” “The Industrial Development,” “ Pensions.” That latter gives a list 
officers and employees who have retired with 50 or more years of service. 
European Traffic,” “Grand Trunk Western Consolidation.” 

Hon. Mr. Srevens: Just at that point, Sir Henry: could you lay on the 
» at a future meeting, if you have not it now, a copy of the report given 
Inter-State Commerce Commission by the Grand Trunk Western and 
d lines—of all those American lines, their regular reports to the Inter- 
EN Commission? 


nes 


[Sir Henry W. Thornton.] 
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Sir Henry THorNTON: Yes. 


Hon. Mr. Srevens: Could you give us a brief outline of the reorga 
tion, without, disclosing anything which would interfere with your plans? 


Sir Henry THornton: Yes. The Grank Trunk Western Railway is 
entirely by the Grand Trunk, now the Canadian National Railways. I 
sists of a number of subsidiary companies, I think thirteen in number. 
companies were controlled through stock ownership, and in some cases, le. 
but preserved their separate corporate identity. It involves a great des 
accounting work. It was an awkward and cumbersome way to administer th 
affairs of the company and it prevented the Grand Trunk Western from mak 
that showing which its financial performance merited; consequently, we thought 
it would be highly desirable to amalgamate all of these companies into one an 
reorganize the whole financial position of the company, so as to put the par 
company in a position to realize upon and capitalize the very satisfactory fin 
cial showing which the Grand Trunk Western has made in the last few y 
a showing that was, of course, largely to be charged to the tremendous impetu: 
given in the peninsula of Michigan to the manufacture of automobiles. The 
fore, that work was undertaken and petitions are now before the Inter-S 
Commerce Commission, having been approved by the States of Michigan a 
Indiana, to bring about that consolidation. It makes no actual difference 
the control of the Canadian National Railways over these properties, but 
brings order out of chaos and produces a materially more efficient organiz 
and a better financial structure. That, briefly, is what was undertaken. 


Hon. Mr. Stevens: You mentioned that the Grand Trunk, or the Cana- 
dian National, own all the stock of the Grand Trunk Western. Does th 
Grand Trunk Western own all of the stock of these subsidiary companies? 

Sir Henry Tuornton: That is substantially a correct statement. — 

Hon. Mr. Stevens: There is not much held outside? ae 

Sir Henry THornton: No. There are certain shares of certain smal 
subsidiary companies which ought to be acquired for the protection of the 
parent company, but substantially your statement is correct. ee 

Hon. Mr. Stevens: Of course, the bonds will be refinanced under th 
new structure? ; 

Sir Henry Tuornton: They will go to the public eventually. — 

Hon. Mr. Stevens: You propose a reconstruction of the financial stn 
ture? 2 ae 

Sir Henry THornton: Yes. I might say en passant that the Grane 
Trunk Western is one of the most profitable properties we have, and is a vi 
important factor in our annual financial performance. 5 i: 

Hon. Mr. Stevens: You will have filed these statements to the Int 
State Commerce Commission? me. 

Sir Henry THornton: Yes. The next is “West Indies Trade Agree 
ment’. 78 
Hon. Mr. Stevens: How is it working out? 

_ Sir Henry THORNTON: It is not really under way as yet. The last boa: 
is about ready for operation, but it will be another two or three months befo! 
the full service is in operation. : 

Hon. Mr. Stevens: I am told that they are very comfortable boats. 

Sir Henry THornton: I think they are. They only criticism I have h 
of them is that they are rather too good for the trade, but I do not think 
are. I think as far as passenger accommodation is concerned, we shall 
doubtedly develop a very large passenger business between the West Indie 

{Sir Henry W. Thornton.] mf pa 


than we shall have space for, as it does represent, the best service 
n the North American continent, including the United States, and the 


What opposition have you there from Halifax? 

s Henry THornTon: The most serious opposition which we have is a 

ne 0 steamships which is operated by the International Aluminum Company 
ve British Guiana and the Saguenay river, for the purpose of transporting 

‘That being the ore from which aluminum is recovered, to the Inter- 

] Aluminum Company’s works in that district. The line was put on 

rily for the purpose of handling this bauxite. 

. Geary: Which way does that go? 

‘Henry THORNTON: It comes north. The result is that that steam- 

a carries freight between Canada and certain parts of the West 
at ridiculously low rates, and it is this competition which we shall have 

. I dare say we shall work out of it in some way or other, but you can 

4 at it means. 

Mr. CANTLEY: They are going down in ballast? 

ir Henry THornton: They will carry most anything they can get for 

“Mr. Power: Do they carry passengers? 

ir Henry THornton: No, I do not think so. 

Mr. Geary: What fruit receiving facilities have you in Halifax? My 

ollection is that there was a great deal required to be built there for the 

eption and storage of, say, bananas. : 

Henry THornton: There is a very good cold storage plant at Hali- 

which is not only for fruit, but for anything which requires that form of 
ent. The bulk of our shipments, of course, will be bananas, which will 

move from ship to cars, and will require very little, if any, storage. 

Mr. Geary: Have you had to put special cars on for that trade? 

sir Henry THorNTON: Yes, we have had to provide refrigerator cars 

_are heated in the winter and cooled in the summer. 
ir. Geary: The United Fruit business does not get any of this? 

Henry THornton: Not yet. We do not quite know what the position 
ie United Fruit Company will be, but we do not anticipate any very 
to) ompetition from them, although we are prepared for it if it should 
pear. I might say that the bulk of the bananas will come from Jamaica, 


| the Jamaica producers will use our ships entirely. 

Vir. Geary: How have these bananas been routed heretofore? 

r Henry THornron: Mostly through New York. 

Geary: Water to New York, and rail to destination? 

r Henry THORNTON: Yes, although some may come up through New 


-Guary: Are they all coming through by Canada now? 
Henry THornton: That is what we hope to accomplish. 
r. Geary: You have not quite reached that point as yet? 


Henry TuorNToN: The service has not been going long enough. In 
first ship to Jamaica will be there in a day or two. The other ships 


inning to the eastern group of islands. There are two services, one 
{Sir Henry W. Thornton.] 
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which serves the eastern group and one which serves the western group 
is to say, Jamaica and British Honduras. The western service is now co 
mencing, and that is the service from which we expect the bulk of the banan 

Mr. Grary: It has been a passenger service largely to the eastern group 

Sir Henry THornton: Yes, but there has been a fair amount of f. 
moving there. There ought to be and will have to be a great deal of prop 
ganda work done in the West Indies to promote the raising of better and 
greater varieties of fruit. These colonies are susceptible to very wide exten- 
sion in their fruit and vegetable production. They have never had facilit: 
in the past; there has never been any incentive or any particular urge 
producers in that part of the West Indies to meet the Canadian trade. Ni 
that we have this implemented by the new service one of the things we shall 
have to do will be to join hands with the colonial governments and with th 
producers and assist them in every way we can to diversify and add to their 
fruit and vegetable. production; and IT think if that problem is undertaken 
energetically and intelligently we shall not only promote greater traffic f 
our own steamship line, but we shall also very materially assist the W 
Indian planters in their own production. : 


Mr. Cantiey: Is it your intention to bring these bananas to Halifax 
Montreal? 


Sir Henry THornron: In the summer time the banana ships will run 
to Montreal. 


Mr. Cantiry: Do you think that is wise? 

Sir Henry THornton: Yes. 

Mr. Cantey: I doubt that very much. 

Sir Henry THornton: Well, I don’t see anything else to do. 


Mr. Cantury: You will employ your ships for about ten days’ aides 
tional voyaging than if you go to Halifax. You can Cereal beat that time 
by rail. ae: 


Sir Henry THornton: Time is not so large a factor with the cold stora : 
facilities we have on the boats. é 
Mr. Cantiey: You have your cold storage and your refrigerator cars. 


Sir Henry TuHornton: That would mean transferring the load, and 
think Montreal is preferable. 


Mr. Cantiey: You will have to transfer the great bulk of it in Mont- 
real. They cannot consume the whole cargo. 


Sir Henry TuHornton: No; it will have to be shipped from Montrea 
elsewhere. ; 


Mr. Canttry: Some. of it will go east from Montreal? 
Sir Henry TuHornton: Undoubtedly. 
Mr. CantLey: Why not ship it from the east in the first place? 


Sir Henry THornton: We think it cheaper and better to do it ‘the 
other way. 
Mr. Cantiry: We will see. 


Sir Henry THornton: We are open to conviction. We both have co 
vinced each other in the past that we were right or wrong, as the case might be 


Hon. Mr. Dunnine: The most serious factor apparently is the putti 
on of this line of steamers for the bauxite trade, which introduces a type 
competition which was not expected. 

{Sir Henry W. Thornton.] 
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- Henry THornton: It is not competition in a way, because it means 
se boats are travelling and they may as well go full as half full and 
ently they take on loads at practically ballast prices. 
mn. Mr. Stevens: That is, one way? 
Henry THornton: Yes, and the other way too, because bauxite does 
entirely complete the cargo north-bound. They have a certain amount of 
which can be used for general freight north-bound. 
r. CANTLEY: It is a question of the dead weight exceeding the space, and 
might as well have light freight. I do not know what they might bring 
t it is one-way business. Their business is to carry bauxite, and if they 
: going down right, any freight they take will only involve the cost of loading 
handling. 
___,Mr. Power: At what ports do the bauxite vessels stop? 
= Sir Henry THornton: I do not know exactly, but at a certain number of 
ports in the British West Indies for freight purposes. 
Mr. Power: From which port in Canada would they take freight to the 
est’ Indies? in 
Sir Henry Tuornton: They take some paper from Chicoutimi, and 
take loads from St. Lawrence river ports. 
_ Mr. Power: You mean below the mouth of the Saguenay? 
Sir Henry THornton: Yes. 
Mr. Power: They do not go above the Saguenay? 
Sir Henry THornton: No. 
Mr. Power: Do they stop anywhere in the maritimes? 
Sir Henry Tuornton: I do not think so. This discussion might better 
e up under the Government Merchant Marine, when we will have the 
icers of the Merchant Marine here, and they can answer those questions in 
tter detail than I. \ . 
ir. Power: It is not quite clear to me how they compete with your 
Is if they do not stop at Halifax. : 
_ Sir Henry Toornton: I can tell you more about that to-morrow, but I 
ink if you will not mind we might let that stand until the Merchant Marine 
sople are here. 
That. completes the items, Mr. Chairman. 
The CuatrMan: Shall Sir Henry’s report to the Minister be accepted? 
on. Mr. Stevens: We are not quite through with that question of 
ce. I am not necessarily pressing that to-day, but I would just as soon 
the question open for a little while. We cannot carry the report at this 


Hon. Mr. Dunnine: There is no necessity for carrying Sir Henry’s report 
1e Minister. ; 
Hon. Mr. Stevens: “No, but I do not want to be told later on that the 
on is closed. 

Geary: Will you explain to me the difference in the operating ratio 
that shown in your report and that shown in the Deputy Minister’s 
our operating ratio is 78.89 as against 78.75, and the increase in 
erating ratio was shown in the Deputy Minister’s report as 83.59, which 
ieve includes the Eastern Lines. 

ir Henry TuHorNTon: This report includes the Canadian National Rail- 
thout the Eastern Lines, and that operating ratio includes the Eastern 


(Sir Henry W. Thornton.] 
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Mr. Geary: In your yellow and blue you have not the operating 
carried out. ees 
Sir Henry THornton: No, it is simply a matter of a little arithm ti 
Mr. Grary: So the operating ratio on the Canadian National Railw 
and the one you show,-is for the central region, the Grand Trunk Weste 
the western region. 
Sir Hpnry TuHornton: The operating ratio is that for which we Lr 
ourselves as primarily responsible. 
Mr. Geary: That simply includes the lines I mentioned? 
Sir Henry THorRNTON: Yes. 
Mr. Geary: It does not touch the Eastern Lines at all? ° 
Sir Henry THornron: No. On the bottom of page 51 you will fin 3 
operating ratio of the Eastern Lines to be 112.6 per cent. e 
Mr. Geary: But you have not shown the combined snes ratio any 
where? 
Sir Hmnry Tuornton: No. 
Mr. Geary: Then I may take it that the Bs Minister shows 
his report. 
Hon. Mr. Dunnina: I can only presume so. Major Bell prepared thi 
report. 
Mr. Geary: The difference will be accounted for only by the fact th 
probably took them all in. 
Hon. Mr. Dunnrnc: This is dealing with a previous year. 
Sir Henry THornton: I think that is 1927— ae 
Mr. Grary: Yes, but you have 1927 in here. You show ane in yo 
statement on page 5, and I wondered if you were going to carry it on. 
Sir Henry Tuornton: The Minister’s report has the Eastern Lines in 
for six months. : 7 
Hon. Mr. Dunnincq: What I expect has happened here—of course, I ca 
not speak for poor Major Bell in the matter—but I believe he ace a 
work out the operating ratio for the whole, taking into account the six mont. hs’ 
broken period on the eastern lines. 
Mr. Grary: I wondered if you had checked up on that. : 
Hon. Mr. Dunnine: I am sure the figures would check with the rail 
authorities. I can have it checked, if you desire. AIO 
Mr. Geary: I thought if it was worth while treating it that way 1 
government report, it w ould be worth while treating it that way in the’ an. 
National report. : 
Hon. Mr. Dunninc: There are a number of accounting questions : 
Mr. Geary: I would like to know how badly it is changed by reas 
the Eastern Lines. - ae 
Hon. Mr. Dunntye: There are a number of accounting questions invol 
Perhaps Sir Henry might take that into consideration for next year 1 
~ presentation of the accounts. 
Sir Henry Tuornton: The theory which the railway adhinishoe 
ceeded upon was that the implementing of the report which resulted 
reduction of freight rates in the maritime provinces created a situation 
which the railway administration was not responsible, and therefore we shou 
show these reports, ‘as I explained the other day, in three ways: first, exc 


the Eastern Lines; secondly, aes Eastern Lines; and thirdly, the Ea, 
{Sir Henry W. Thornton.] ; 
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At Mdliy comes to the same ice if you include in the revenues 
tern Lines the appropriation which the government makes on account 
eduction in freight rates. It cancels both ways. 

Geary: I was wondering if we were getting a perfect picture of it. 
Sir Henry THornron: I think you are, because you have it three ways, 
can take it any way you like, either excluding, including or the Eastern 


; Mr. Grary: If you Aon consider the suggestion of the Minister that 
next year the blue sheets might contain the operating ratio— 

Henry Tuornton: I can give you that in two minutes. 81.8. 

Mr. Geary: If that is 81.8, you are just about where you were in 1927. 
Sir Henry THornton: 1927, was 84.8, and 1928 is 81.8. 

Mr. Geary: That should be a good showing, because you have a full 
1928, but had only half a year in 1927. 

2 Saag THornTon: Yes, that is the whole system; that includes the 
‘Lines. 

Geary: I would be glad to have Mr. Henry check that up. Sir Henry 
n has it 81.8 this year, and 84.8 in 1927, as against Major Bell’s 83.59. 
McLean (Melfort): Is one for the calendar year and the other for the 


ir Henry THorN1on: I can tell you what that difference is. This year 
erged. Instead of carrying the telegraph department as a separate com-> 
for convenience and for the purpose of economy we absorbed what was 
telegraph eeopany ino the Canadian National oe and carriedf it as 


ir. Cooper: In 1927 it er the a ehight tariff revenues, and this year 
ave entered back as revenue the amount of the 20 per cent reduction. That 
a suggestion of Mr. Stevens last year, and was carried out in the accounting. 
. Gmary: So for 1928 you charged this account with the 20 per cent 
e received from the government? 
. CoorER: We credited to revenue the amount of the 20 per cent 
nm which we collected from the government. We did not do that in 1927. 
n. Mr. Dunnine: That probably would account for the difference. 
The 20 per cent you paid for their reduced rates was not taken 


‘on. Mr. Dunnine: Quite. We assumed that they got 80 per cent of 
hey, ought to get from the shipper and 20 per cent of what they ought 
eee ived from the pimppers they received from the government, so the 


a esuive. “ce Poiement aes it every year. That is in the 
nt of Railway estimates. 
Coorer: You will find it set out on page 44, item 101a. 
JHAIRMAN: And also on page 55, the last item, 
nary: That will amount to about $1,200,000 more this year. 
1. Mr. Dunninc: All the railroads receiving it treat it in the same way, 
ht revenue. . 

Geary: I think that is fair. 
HAIRMAN: Gentlemen, you have before you the analysis of the 1928 
xpenses as compared with 1927, and have also the details of these 
enses on pages 18 and 19. Shall we go on with a careful perusal 


is, or shall we go on to the details? 
eee ee é {Sir Henry W. Thornton.] 


34 SELECT STANDING COMMITTEE =. 


Hon. Mr. Dunnine: The analysis first. We can more readily und 
the individual accounts if we have the general analysis. 
Sir Henry THornton: As a matter of fact, when you complet rE 
analysis you have practically completed the report. T will ask Mr. Fai eathe 
if he will be kind enough to read the analysis. I presume you desire to have 
read and then ask certain questions about it. 
Hon. Mr. Dunnine: It is divided into headings, and if the reader we 
stop at the end of each paragraph, questions could then be put and we wot 
clear it up that way as we go along. 
Mr. FarrweatHer (Reading): 


brat 


CaNaADIAN NATIONAL RAILWAYS 
Analysis of 1928 Operating Expenses as compared unth 1927 


In presenting the accounts of the Canadian National Railways | 
year, those of the Central Vermont Railway were excluded owing to th 
fact that this Company had been placed in receivership as a result of t 
disastrous floods which occurred in the fall of 1927. Although a plan 
re-organization has been approved by the State Legislature of Vermont 
this receivership has not yet been formally terminated. The accounts 
of the Central Vermont Railway are therefore excluded from those of 
the Canadian National again this year. 


Mr. McLean (Melfort): What progress is being made on the recommenda 
tion of the road? 


Sir Henry THornton: The recommendation has been practically com 
pleted, and it is anticipated that the receivership will be listed probably a 
Autumn. 


Mr. FarrwraTHer (Reading): 


Following the procedure of 1927, the income account of the li 
east of Levis and Diamond Junction are shown separately, altho 
for convenience, a consolidated income account, including the East 
‘Lines, has been compiled and will be found on page 55 of the ann 
report. In the following analysis the Canadian National figures wi 
be given first and then those of the Eastern Lines will follow. 


Mr. Geary: I was going to say that since you are taking into scout 
twenty per cent, is there any occasion for separating the Eastern Lines an; 
_further? T oan 

Sir Henry Tuornton: I think it gives a better opportunity for compa 
when they are separated. It does not really make a great deal of difference, 
far as the figures are concerned, but we thought it would give a better Be 


and permit of more intelligent criticism if we gave the two separately, a 
think we have to do so under the Act. 


Mr. Geary: I am speaking of the general showing which is not a matte 
of the Act at all—such as operating expenses, etc. en 


‘ 


Hon. Mr. Dunning: It is a matter of the Act, for the reason that 
addition to the twenty per cent, the Act provides for the Government of Cans 
to pay to the railways the operating deficits of the Eastern Lines. 


Mr. FarrweaTHer (Reading): 


In 1928 a different accounting method has been used in denims Ww 
the revenues and expenses of the Telegraph Department; formerly it wa 
the practice to account for the Telegraph activities as a separatel 


operated property so that only the net result was cee in the Re 
{Sir Henry W. Thornton.] 


. 


‘on a comparable basis. ; 
The operating expenses of the Canadian National Railways are 

lassified,in accordance with the accounting rules of the Dominion 

Bureau of Statistics, and are divided into 141 primary expense accounts, 

a being grouped under 7 main heads, with self-descriptive heads as 
ollows:— 


(1) Maintenance of Way and Structures............-.... 40 primary accounts 
(ye Meiipenance OMMGQUIPMIENb... js. 6. oe ves 24 is 


Pep eMC H aN SENN wen faé lea alco we tty sin a eed l= of 10 Ge 
(Coe MREUSOOTLAIOM ses eh tetA bance Gs Gore gains ainen vielely § 49 eo 
MMMAVTSCeMAMC CUS. OF ee ae tcc hls ce veel snake i} 
Cy ETRE S81 ns SS aA a gS ee 12 ss 
(wiransportation for Investment Cr..../....../...-...- 1 Sy 

MO aileer pa teresa Nice Mageirie Stace Suey NN ats ait eo 141 & 


Mr. Geary: The express items have not been segregated, and have not 
n for years? 


Mr. FarrweaTHer (Reading): 


The comparison of expenses under these heads for the years 1927 and 
1928 follows: 


Toran OPERATING EXPENSES 


a Decrease or 
1927 1928 increase 
Maintenance of Way...........- $43,174,956 45 $ 48,010,559 17 $ 4,835, 602 72 
Maintenance of Equipment..... 44,560,390 31 47,918,236 40 3,357,846 09 
UID DiPSTITT (Cie Oe hey Bia CN nega, arm 6,734,641 64 7,047,167 70 312,526 06 
MisramISHOT ATION: ys: 0-0: a)-t =). = 100,967,491 59 107,963,695 15 6,996,203 56 
WisCelaMeQust ig. Wicjstias sche. 3s 2,237,549 94 2,329,281 21 91,731 27 
Generales eto ah iet ss 6,617,160 92 6,785,668 17 168,507 25 
Transp. for Invest. Cr 976,406 56 1,806,264 12 829,757 56 


$203, 315,684 29 $218, 248,343 68 $ 14,932,659 39 


Mr. Power: What does that last item represent? 

Mr. Famweatuer: Freight revenue collected by the company for the 
movement of material used chargeable to capital account. That is, for the 

struction of a branch line-if we ship materials of construction to that branch 

e, we, treat the expenses of handling the stuff as a capital charge. 

_ Mr. Power: Where do you set out your expenses for the transportation of 
1? It would not, be in that item? 

Mr. Farrweatuer: No. The transportation of materials for the com- 

s ordinary use is not charged in that account. It is absorbed in the 

ting expenses generally. : 

[r. McLean (Melfort): It will be absorbed in the transportation account? 

Mr. FarrweaTHer: Yes. 

Mr. McLwan (Melfort): In that last item, if you move material for capital 
ment do you charge a company rate or a general rate? 

Ir _FATRWEATHER: There is a rate fixed for it. I think it is seven 


[r. Cooper: If the tariff rate were lower than seven mills, we would 


e tariff rate. 
What are your primary accounts, in general? I think there 


twelve of them. 
: {Sir Henry W. Thornton.] 
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Mr. FarrweatHer: ‘You will find them in the annual report. 

Sir Henry THornton: We will come to them as we go — 
analysis. 

Mr. FarrRwHaTHER: ‘They are in the analysis on page 22. The 
rate is dealt with later on. 

Mr. Geary: You do not absorb in that account your overhead and 
tenance of way? 

Mr. FarrwratHer: The general officers would be in this account, : 
minor supervisory officers would be in the appropriate account. General’ 
are supposed to represent the expenses involved in the general conduc 
company’s business. \ - 

Mr. Geary: You do not subdivide them proportionately? 

Sir Henry TuHornton: No. You will find them more or less subdi 
in the report. 

Mr. FarrweatHer (Reading): 


~ 


The expenses may be further divided for the purpose of comp 
between employees’ compensation and other expenses. This comp 


follows: 
EMPLoyEges’ COMPENSATION 
Decrease or 

1927 1928 increase 
Maintenance of Way............ $ 24,242,126 $ 26,079,435 $ 1,837,309 
Maintenance of Equipment..... 23,582,400 25,088, 758 1,506, 358 
Praiic Brees See een ae een 3,146, 239 3,398, 563 . s 
(Rransportatiomes, on eee 66, 463, 198 71, 222, 686 4,759,488 — 
Miscellaneouse: 7. ate oe ee 1,095,720 1127) dio 31,455 
General. Siparncc ani ceee see 4,250,971 4,311,344 Se 60,373 | 


$122,780,654 $131,227,961  $ 8,447,307 oe 


Mr. Powrr: Have you ig out an average of the wages: ‘of 
employees? . 
Mr. FatrweatHer: We ee it out, but I have not it available Me 
moment. It could be readily obtained. : 
Mr. Power: It might be interesting to get the average wage of 
employees other than those acting in an executive capacity. s 
Sir Henry Tuornton: We can easily get that. We can give | 
average compensation of all employees excepting those included in- th 
eral expenses. Would that meet your point? 3 
Mr. Power: I think that is what I want. 
Hon. Mr. Dunnine: There would be a possible complication there. — 
it were stated on the annual basis—some of the men do not work all the 7 
Sir Henry THornton: We can strike an average which would be qu 
accurate. Of course, included in that would be a very large number of cle 
Mr. Power: I would like to get away from the clerical staff alt 
I suppose then necessarily you would only give me the wages of those 
were perhaps members of the brotherhood, we will say. 
Sir Henry THornton: We could not separate it on a union basis, becs 
we do not know how many of our men belong to the union. We suspect 
very large number do, but there are a number that do not. ae 
Mr. Powrr: Do all of your employees belong? 
Sir Henry THornton: Not all. — 


Mr. Power: All those engaged in operation? 
{Sir Henry W. Thornton.] 


THORNTON: Yak can say that substantially, but you cannot 
ery individual does. There may be some who do not. 


owER: You have an arrangement with your employees? 


INRY THORNTON: Yes, but they do not all belong to the union. 
ay es, and it would be substantially correct, that for the purpose 


il ‘company Hele to some union or not. There will be some who do 
a he percentage would be relatively small. 


ir, Powrr: Leaving that out of the question, I would want those who 
ie under the schedule which is in force by arrangement between you and 


Sir Henry Tuornron: The answer to that would be the schedule rates, 
we can give that to you at any time. 


r. Power: I do not suppose you could divide it in any way without 
nsiderable trouble, say, those doing the manual work and those doing. office 


r Henry THornton: We can probably do that. 


[r. Cooper: We can give it by maintenance of way employees, trans- 
tion employees—different classes of employees. 


ir Henry Tuornton: Is an engine man working with his head or his 
nds? The answer is that he works with both. What are you trying to 
t t? If we knew what you had in the back of your mind, we would know 


a Mr. Power: I want to know what the average rate of wages of the 
mployees is on the Canadian National Railways, other than the clerical 
Q ther than those holding clerical positions. 


he Cuarrman: He is proposing to give it by classes. 
Mr. Geary: Is it possible for you to give an average rate for the drivers 


~ 


ir Henry THORNTON: Yes. 


Mr. Geary: There are different classes of drivers? -It depends somewhat 
run, does it not? 


= Er: Benn (St. Antoine): How do your rates compare with other rail- 
ls, such as the Canadian Pacific Railway? 

= -Henry THornton: Practically the same. 

its ‘Geary: When you have a question of wages arising do you treat with 


a aianer THorNTON: It is the same ae We deal with a committee 
men, but it is a committee of the brotherhood, and if there is any 


an lines? 
HENRY THorRNTON: There has always been a certain spread, a cer- 
Bars between the wages paid on the American railways and the 


OWER Is the so-called McAdoo schedule still in force? 
ee “3 econ: No. 


WER: Has it been substantially - modified? 
[Sir Henry W. Thornton.] 
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Sir Henry THornton: Yes, I should say it had. 
Mr. Power: Is it still in effect in the United States? 
Sir Henry THornton: No. 
Geary: But your wages rise and fall—if they ever fall—more 
less relatively with increases and decreases in the United States? i 
Sir Henry THornton: Unquestionably. We find that to be exactly th 
case. For instance, we are in this position now; the American railways | 
given certain increases and we shall have to keep pace with those increa 
and preserve the present differential. Any wage movement in the Unit 
States which affects the general scale of wages on railways is immediately f it 
by both the Canadian Pacific and ourselves. d 
Mr. Power: Has this differential been more or less Sn in aC 
junction with your employees? 
Sir Henry THornton: I should say that probably that question can b 
answered in the affirmative as accurately as any other way. 
Mr. Powrr: You have arrived at this set of wages by agreement wit 
your employees extending over a period of time? 


Sir Henry THornton: Yes, the experience over a certain period of y 
has brought us to this differential which now exists. 


Mr. FarrwkeaTHeER (Reading) : 


MATERIALS AND MYscELLANEOUS 


Maintenance of Way............ $18, 932,830 $21,931, 124 $ 2,998,294 
Maintenance of Equipment..... 20,977,990 22,829,479 1,851, 489 
SERA ti ey ace Mo he elie ee on et 3,588, 403 3,648, 605 60,202 
Dpansporbaiiloni: s\ ciate © Geers 33,527, 787 34,934, 745 1,406,958 
Miscellaneouses 2/3704. noe 1, 141,830 1, 202, 106 60, 276 
Generali te oi he noe eager 2,366,190 2,474,324 108, 134 


$80,535,030 $87,020,383 $ 6,485,353 


Mr. Geary: Does that not mean increased employment of men? 


Sir Henry THornton: Oh yes. What happens is this: let us suppo 
that the volume of freight movement increases. That means that immediately 
a number of firemen are promoted to be engine men, and a number of brake 
men are promoted to be conductors, and their places in turn are taken — 
new men who come into the service, and who in time will move up. The in 
crease in the number of men on the average last year as compared with th 
previous year was 4,000. 


Mr. Geary: Do the men get any benefit from the increased work av 
able? cu 
Sir Henry THorntron: Yes, their monthly earnings become greater 
cause they run more continuously. 


Mr. Geary: ‘So that both factors operate there? 


Sir Henry THorntTon: Precisely, and of course increased traffic means 
more men to keep up the track, and more cars moving through the yards mean 
an additional yard clerk here and there, so that an increase in freight move 
ment finds its way into a number of different classifications of employmen 


Mr. Cantiey: With reference to the question of maintenance of a 
ment: last year you were good enough to give us a memorandum showing th 
number of wooden cars which you destroyed or retired, and the number ati le 
in use. Will you give us that information again? pe 


Sir Henry THornton: Yes, we will be glad to. 
[Sir Henry W. Thornton.] 


ae 
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; / 

Mr. Dunnine: That is partly dealt with in this analysis, but per- 

not as completely as Colonel Cantley would require. 

r. Geary: May I ask a question here which occurs to me, but which 

ips is not quite relevant to the question under discussion? Formerly, 

ited water-borne traffic as being a factor in your competition as regards 
You do not say anything about that this year. Does that mean that 


| are not suffering any more? It means in last year’s report you commented 
e effect of that. 


Mr. Henry: You refer to the competition on the lakes? 

‘Mr. Geary: Yes. 

‘Mr. Henry: It is always there and always has an effect. 

Mr. Geary: I was wondering if it was hurting at all at the moment. I 

emember seeing it somewhere. 

Sir Henry TuHornton: Let me make a note of that, and I will tell you 

ut it to-morrow. 

Mr. Geary: Here we have it, “ Our revenues continue to be adversely 

aoe by competition of water carriers; also by motor truck and bus com- 
jon. 

_ Sir Henry THornton: That still exists. 

_ Mr. Gary: Do you consider the motor truck competition a serious one? 

_ Sir Henry Tuorntron: That is a contentious subject. We hear a good 

al about competition of motors and buses, but competition between the motor 

uses and the railway would not. be so bad for the railway if the railway could 

t rid of its short haul freight and passenger trains, even though that traffic 

t to the road. Where it hits us is that a motor line will be put on there for 

ght or passengers and they will make a material inroad in our revenues and 

e traffic away from us, but we cannot temper the wind to the shorn lamb 

aking off our trains. We still have to run the trains because we must furnish 

rail accommodation to the public. Now, wherever we can we do take off 

service, but it is very, very seldom that you can meet the competition and 

luce your expenses by taking off service. That is one point of view. 


The other point of view which of course is well known is that the railways 
| general have had a very large freight traffic which originates from the traffic 
‘motor companies, that is to say, automobile manufacturers and all of the 
irect and allied traffic which is provoked by the manufacturers of automobiles. 
sider, for instance, the Grand Trunk Western. We load every day eight 
dred cars of automobiles, and by far the largest percentage of that traffic 
moves either to the Niagara gateway or through the Montreal and Rouses Point 
eway. It represents a very large and lucrative traffic, a traffic which we will 
very loathe to lose. If the question were put to any railway officer, “ Would 
ou if you could annihilate the whole of the motor business, the manufacture 
tor cars?” he would unquestionably say no. We could not afford that at 
so it depends on the point of view. 
Mr. Geary: I think I remember you saying something not very long ago 
effect. - 
‘Sir Henry THornton: Yes, I did. The business which accrues to us from 
manufacture of automobiles is a highly lucrative and remunerative business 
hich we would dislike to lose, but, like everything else, there is always a crab 
everything and one of the crabs is the competition we experience from the 
of motor buses, motor cars and automobiles on the highway. 
_ Geary: A great deal of that business finds its way to the highways? 


Henry THornton: Yes, and unfortunately we cannot meet that in 
urable degree by taking off service. Seen 
‘aes [Sir Henry W. Thornton.] 


Sir ‘Hunry THORRTCAE It is like the poor; it will always be ihe us. 
Mr. Geary: So the elimination of this reference this year does not i 
any change of view? 
Sir Henry THornton: No. We mentioned it last year and we su 
that everybody knew it existed and there was no need of mentioning it ag: 
sue Geary: But there are compensating features in connection with : 
buses? : 
Sir Henry THornton: That is true. You never get everything you 
in this world. pe 
Mr. McLean (Melfort): You are getting to the stage where you do 
want anything you want. ae 
Sir Henry THornton: I have not reached that stage of philanthro 
blessedness. We want all the traffic we can get, and will fight for: it as hard 
we can. 
Mr. FarrweatHerR (Reading) : x 


The increased expense on wage account amounting to $8,447 307 
brought about by increased employment to the extent of $7, 085,01 
made necessary as a result of increased traffic, and to an increase in tl 
average rate of compensation per. employee amounting in total to $1,362,- _ 
000. There were no wage increases granted in the year 1928, but ce1 
increases granted the previous year operated in 1928 for a “ull y 
compared with a part year in 1927. 

The increase in materials oe miscellaneous ameuntioe’ to $6, 485, 0 
is made up as follows: 


Decrease due to price changes:.< 0250 G2 deta. ee ee ee =. $1,712,000 
Increase due to Additional Material. .7-% . i2.2-3-<.-22 5. oss pee 8,197 


An analysis by class of materials follows: 2 


Changes in Price Changes in Quantit 
Increase Decrease Increase 


"BIES 3 fac yk sp eee ee eee $ 62,000 $  .-215, 000-. 
Rains oe, eee 136, 000 1,211,000 
(Ory: h ener ne eGR CRN Pris Sar owt Mi a od $ 757,000 1,713,000 
Miscellaneous Material s3: ).iicso >. was ce ee aoe 1, 003, 000 5, 058, 000 
Sales ax. (io 2 ee Soa eS ee eee 150, 000 * 
| 
Blo Gale aida sas eae we ec oa eee $1, 712,000 $ 8,197,000 


Mr. Geary: What does “ Miscellaneous Material” mean? 

Sir Henry THornton: That means everything else but rails, ties and ¢ 

Mr. FarrweaTHer: Do you want me to name some of them here, 
brakes, axles, batteries, belting, belting compounds, brake beams, brake 
casings, cement, coal”—everything. 

Hon. Mr. Dunnine: You have only got down to the C’s. 

Mr. FarrweaTHrr: Yes. The last item is zine. 

Mr. Power: What is the chief item? . 

Mr. FarrweaTHeR: That would very likely be lumber or cement—one 
the other. 2 


Mr. Cantiry: Structural steel. 
{Sir Henry W. Thornton.] 
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Distribution of changes due to price differences is as follows: 


Price Changes 
Increase Decrease 
“SUVA. hapa A Ga lees ae PR aR ee $ 62,000 


Titd Ful ion tes mia ECA INE ae ERO Ron Nea nO oa DG Rea 136, 000 
Mer rr pice dea GGA gin Sap edetsl a ald aoe ea) 4 Bogle wo deletes $ 757,000 


VIREO Mato ann Mec minyN Sula Ve Linky wie le eles tc ee wea ol 1,003, 000 
—Sypy Fee Rae 8 Ss i ga eo ie i a a ana RE PN a 150,000 


Pbotal se cus sc Le ies Soir Al ean SEINORA RSA, $ 1,712,000 


Mr. Power: Can you explain the reason for the decrease in the price of 
al? ' 
_ Sir Henry THornton: The answer to that is that the price of coal went 


Mr. Power: Do you buy your coal in the E oawiine provinces? 

Sir Henry Tuornton: Yes. I will tell you all about that. I knew that 
i come up. 
Mr. I only wanted to save you the trouble of answering Colonel. 


‘Sir Henry Tuornton: It is rather a shame to steal Colonel Cantley’s 


Mr. Cantury: There is still plenty of time. 


Sir Henry THornton: Mr. Bond is here and can tell us all about coal. 
That questions would you like answered? 


Mr. Power: I will ask Colonel Cantley to question him about that. 


Sir Henry TuHornton: Colonel Cantley, Major Power passes the buck 
you. Do you wish to ask any questions? 


' Mr. Cantiey: Not at this time. 
‘Mr. Farrweatuer (Reading) : 


The distribution of changes in expense ‘due to differences in quanti- 
_ ties of materials used is as follows: 


Changes in Quantities 


Increase 
Bae ery ee ee phe ea IS Moot Eh Res aca blalg sw BME RIE Gre ws $ 215,000 
TEE nSle ge re AAG ei SS eae Sa a nad aR er eae 1,211,000 
(CaS Tics EAS eee ec ee ee aa ig ee 1,713,000 
Mearenrel CVINSCEMMANEMUS) ccm etic et ee hc ke a eles bie Fm Se oe owes 5,058, 000 
MD extstlienes erento: Saotuectae ga Ne CR a ai ates a ay $ 8,197,000 


; In order to make a more effective comparison with previous per- 
- formance from the point of view of operating efficiency, it has been the 
_ practice of the Canadian National Railways to take into account certain 
of the larger factors causing variation in expense. The principal ones 
given consideration being changes in the compensation of the average 

mployee, changes in the average price of materials, variations in volume 
of traffic, and wealthy conditions. The annual report reveals that from_ 
the standpoint of gross revenue, there was an increase in receipts amount- 
ing to $27,915,547 compared to the preceding year, and as rate reductions 
amounting in total to $908,000 were offered in the year, the comparative 
volume of traffic shows an increase of $28,800,000 above that of the pre- 
vious year. This represents an increase of 11.6 per cent in volume of 
t {Sir Henry W. Thornton.] 
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transportation rendered to the public. The total operating expenses have 
been shown to be $218,248,344 as compared with $203,315,684 for the pre- 
ceding year, representing an increase of $14,932,660, or 7.35 per cent. An — 
analysis giving effect to the factors indicated above reveals that the 
increase of 11.6 per cent in volume of transportation service was obtained 
with an increase of 7.8 per cent in equated expenses, which is in exact 
accordance with modern theory of cost studies of railway operation. 


MAINTENANCE OF WAY AND STRUCTURES 


The first main group of operating expenses is Maintenance of Way 
and Structures. The expenses under this heading for the year 1928 ase 
compared with the previous year were as follows: 


bY Gna er A AU eR Ne es eggs SN ns RL $ 43,174,958 
W928. A ee OL. SS EIN TEAS aS 0 es ete ae ee 48,010,559 
Tncresge oi ce ey ON See eee Lesh eer RS eat ec $ 4,835,603 


The increase in expense is attributable partly to demands made by __ 
increased traffic and partly as a result of continuing the program of 
improving the track structure where necessary by the application of 
heavier rail and crushed rock ballast. 


Mr. Cantiey: What has been done in the matter of replacing wooden 
trestles with steel? 


‘Sir Henry THorntron: Mr. Hazen will answer that question. 


Mr. Hazen: During the year there were 89 trestles eliminated by filling, : 
totalling 15,498 feet, and replaced by steel or concrete, 4 trestles totalling 761 
feet. 

Sir Henry Trornton: Mr. Hazen, give Colonel Cantley the total number 
of feet of trestle replaced either by filling or by permanent structures. 


Mr. Hazen: 16,253 feet. 

Mr. Cantiey: Track feet? 

Sir Henry THornton: Yes. Does that answer your question? 

Mr. Cantiey: The first part of it. 

Sir Henry THornton: How much? 

Mr. Cantiry: How much of the original trestles remain unreplaced. 4 

Mr. Hazen: We had some trestles in our reconstruction last year. What 
we built totalled 7,021 feet. The total number of timber trestles at the end of 
December, 1928, was 3,219, totalling 413,736 lineal feet, an equivalent of 
78.35 miles. 

Mr. Cantiey: How did that compare with a year ago? 

' Mr. Hazen: There were 16,200 feet eliminated, 7,000 added. There are 
9,000 feet less. 

Mr. €antTLEy: What is the average age of a trestle? 

Mr. Hazen: That would be hard to answer, because they are replaced 
from time to time. 

Mr. Cantiey: What is the age of the oldest one? a 
Mr. Hazen: The oldest timber trestle would be about fourteen or fifteen _ 
years. a 

Mr. Cantey: Is that not about the ultimate life? 

Mr. Hazen: Yes. 


Mr. Cantiny: So there will be large replacements due in the near future’ 
[Sir Henry W. Thornton.] ri 


™ 
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cae 
_ Mr. Hazen: Some of them would last only ten or twelve years. 
_ Sir Henry Tuornton: The replacement is going on year by year. 
Mr. Canriry: I would be glad to have a memorandum of that information. 
Mr. Dunnine: It will be in the record. 
Mr. Geary: Are they replaced only because of deterioration? 
Mr. Hazen: No, not altogether, although we do not replace any until they 
are deteriorated. 
x Sir Henry THornton: We would not tear out a perfectly good wooden 
trestle and replace it with steel until the life of the wooden structure was nearly 
exhausted. 
« Mr. Geary: Or until it became obsolete due to the increased weight of 
Oe traiic? | 

a Sir Henry: Those cases would be relatively few. 

2 Mr. Canriry: You have increased the weight of the rolling stock very 
considerably. 

Mr. Hazen: And that necessitated the replacement of some structures. 
Sir Henry THornton: Some, but not a large number. 

Mr. Hazen: We can strengthen the wooden trestles to meet any increase 
in loading. . 

=) Mr. CaAntizy: It.is a pretty big question. At one time you had an 
enormous quantity of them. 

; Sir Henry Tuornton: It is a problem, but is one which every new rail- 
way has to meet. It exists, I believe, on the C.P.R. and most other railways. 
Mr. Cantey: My object was to find out how far you would go toward 
meeting that. . 

Sir Henry TuHornton: It is not a problem which gives us any great 
anxiety. 

Hon. Mr. Dunnine: There were over 100 miles in 1928, and that has been 
cut down, even including additions, to 78 miles. There is a substantial and 
_ progressive reduction there. 

r =“ Mr. McLzan (Melfort): And a much larger mileage of road. 

eo Sir Henry Tuornton: There is a considerable sum chargeable each year 

B20 progressive elimination of wooden structures, and it will continue for many 

P. years. 

Mr. Geary: It is a current account; not a capital expenditure? 

Sir Henry Tuornton: If you renew it with steel you have to charge to 

Capital the difference in cost of the renewal in kind and the renewal with steel. 

Mr. Geary: You have no depreciation account set up to which that can 
be charged? : 

a Sir Henry Tuornton: No. That is taken care of by the annual renewals 
which are running into very substantial figures. 

“Mr. Cantizy: You credit an amount for betterments, do you not? 

j Sir Henry THornton: No, you charge it to Capital. 

Mr. Geary: Then credit your account with what you would take out, and 

your plant account, roughly speaking, increases by the difference? 

‘Sir Henry Tuornton: Yes. 

Mr. Cooprr: Write out the old structure and write in the new one. 

Mr. Jevuirr: In your new branch line construction you are using more 
rmanent material. ; 

Sir Henry THornton: That is a matter of judgment. There are some. 


ases where this should be done; in other cases, it should not. 
Reiger : {Sir Henry W. Thornton.] 
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Mr. Cantiey: With timber increasing in cost, cement and es 
decreasing? 

Sir Henry THornton: That is undoubtedly a fact. The sriereaees CO! 
of timber has made more attractive the change to permanent structures. 


Mr. Geary: You credit the Plant account with the original or book cos 
of the structure? . 


Mr. Cooper: Yes, and charge that to operating expenses less salvage, 
Mr. Geary: You also take the salvage into account. 
Mr. Cooper: Into the stock account. 


Mr. Geary: The charge you make to your sper account is just th 
book cost less salvage. 


Mr. Coorrr: Yes. f 7 
ae 


Mr. Brix (St. Antoine): Under this general heading, this question might 
as well be asked now as later: in your traffic running north and ‘south, originat- 
ing at United States points, and shipped by American railways, what revenue 
does the Canadian National Railways get from that traffic when it reaches your 
line, and what charges are made in general against the foreign lines when they 
are on your line in “Canadian territory? 


Sir Henry THornton: Do you mean how much gross revenue is derived 
from traffic which is moved over the line of the Canadian National system from : 
one point in the United States to another? 


Mr. Bett (St. Antoine): No, terminating in Canada, and what is the basis = 
of figuring that revenue? 


Sir Henry Tuornton: That is all on the basis of an agreed division nie : 
the American railways with respect to the application of the tariffs. These — 
proportions are all worked out and have been in existence for many years. 
They may vary from time to time, but not much. = 


Mr. Geary: Were not the pulp people at you recently for a through rate? 
Sir Henry TuHornton: That resulted, as I recall it, from the movement of 
pulp from Canada to certain points in the United States. It is rather an intri- 
cate question and I will ask Mr. Pullen to explain that. i 


Mr. Putten: That was a question as to whether the United States lines 
were to apply their local rates from the border to the American destinations, 
and that question has not been settled yet. We do not know just what will take 
place eventually, as some of the American roads feel that they should have 
their full proportion of their local rates. The Canadian lines claim that they 
should not, and that is the way the thing stands to-day. How it will cons 
work out, we do not as yet know. 


Sir apes THorRNTON: There have cece a number of meetings and conte 
ferences held to try to reach an understanding. 


Mr. Gnary: If they had their way it would result either in decreased se 
portions to the Canadian road, or increased through rates. 


-Mr. Putten: That is right. 


Mr. Betu (St. Antoine): I was trying to ascertain first of all how these 
rates are fixed. Are they fixed by the Board of Railway Commissioners in 
regard to moving foreign traffic over your lines? 


Sir Henry THornton: They are fixed by negotiations between the traffic 
departments of the respective railways—of the delivering and receiving railways. 


Mr. Bett (St. Antoine): When you say “they are fixed,” would it be 
possible for your rates to be lower or higher than the rates of, we will say, the 
Canadian Pacific? r 

{Sir Henry W. Thornton.] 
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- THornTon: No, because if they were lower or higher the 

ich was the higher would find itself immediately affected and would 

et the competitive rate. 

aLL (St-Antoine) : That does not come up. 

r Henry THornton: ‘There have been no cases that I can recall. 

r. Henry: Generally speaking, Mr. Bell, there is an international rate 

ur which governs the movement of traffic between the two countries. 

oo (Melfort) : Is that largely based on the mileage in the two 

e Henry Tuornton: That is based on the factors which govern all 
ht rates, which no one has as yet discovered. 

r. Geary: I was thinking, when this came up that there was some sug- 

stion last year that we have a sort of informal international Board of Rail- 

Commissioners—Inter-State Commerce Commission. 

fon. Mr. Dunninc: The more I look into it, the less I like it. 

r Henry Tuornron: The more of these kind of bodies we have the 

r freight rates seem to become. 

. Guary: That is on this side? 

Sir Henry THornTon: Yes. 

Mr. Geary: Then perhaps we had better have one. 

ir Henry THornron: You may have it, if you want it; it will only 
lat we will make that much less money. 

Mr. Gmary: What you mean, Sir Henry, is that they get unfairly low? 

Sir Henry THornton: They might. 

Hon. Mr. Dunnine: And a good many other factors, I am sure, would 

r to your mind. 

‘Henry THORNTON: The next states how the increase was made up. 

. FarrwEATHER: (Reading): 

This increase is made up of:— 


* : Decrease in Average Rate Increase in 


‘eee of Compensation or Price Quantity Net 
/ TLGIS OUI ies Sn oer rons cum eee ae $ 335, 565 GD 728144 a. 1, Sots O09 
BWreteraale Ase sh acces 4 27,471 3,025, 765 2,998, 294 
Wotstleere: tos scnc ae $ 363,036 $ 5,198,639 $ 4,835,603 


_ There were no changes in rates of pay, but the more effective elimina- 
of overtime and a smaller ratio of supervisory pay to the total made 
his decrease possible. 

r. Canrtey: What do you mean by the ratio of supervisory pay? 

Mr. FarrweaTHer: That is the proportion of the number of officers to the 
teading) : 

An analysis by class of materials follows:— 


Price Changes Quantity Net 
Pies Decreases Increases Increases Increase 
elie rie e . Kitn or weet $ 62,380 $ 214,137 $ 276, 517 
Pipette yy us ee ede gale yee 135, 570 1,211,472 1,347,042 
“Other Mat. and Mise..........$ 225,421 ...... nee 1, 600, 156 1,374,735 
$$. 21401 $ 3,025,765 $ 2,998,294 


[Sir Henry W. Thornton.] 
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The principal increases and decreases are as follows:— 


me 


Increase 


Raila. cs ee a Sd arn cea ca $ 1,347,042 © 
Track Laying-and-Surfacing: 00.7), ee ee ig mH Be on 
Roadway. Maintenance... 64.5.5) ea 640,338 
Other Track’Material’ 0) (5573 ho See cea 591, 987 : 
Ballast.) seer ae Re M Mr E cg anrar iy Creamer nna nie SC atad pl Uy 9 312, 498 
Ties... een 02) Ey a a ee ee ee ee 276, 517 
Superintendence: . 30) )5 2 2e 26 ie eee aes eee seh 224,413 
Decrease 
Bridges, Trestles and*Culverts:.;.-) vs $ 392,498 


Removing Snow; Iceand:Sand! .35., 40) ae eee ies 82,054 — 


The increase in rails was due to increase in price of $135,570 and increased quantity 
amounted to $1,211,474. 


Mr, Cantuey: On that, Sir Henry, what weight of rails are you using?» 
Sir Henry THornton: Hundred pounds. ais 
Mr. Cantiry: Are there heavier rails now being used? 

Sir Henry THornton: I think, if my memory serves me right, that th 
heaviest rails are about one hundred and thirty pounds to the yard. ea 

Mr. Geary: Is that the heaviest you use? oe 

Sir Henry Tuornron: We are using the hundred-pound rail; that is o 
heaviest rail. That heavy rail to which I refer, one hundred and thirty pound: 
to the yard, would be used on very heavy traffic divisions on trunk: line ral 
ways; for instance on the Pennsylvania between New York and Pittsbur. 


and the New York Central, probably between New York and Chicago, or some 
thing’ of that sort. : 


Mr. Cantey: The Sydney road, I think, has some one hundred and 
twenty-seven-pound rails? e 


Sir Henry THornton: Yes. ; 
Mr. Cantiey: Sir Henry, what does it cost per mile to lift sixty or seven 
pound! rails and replace them with hundred-pound rails? 
Sir Henry THornton: We can get that for you. 
Mr. Cantey: You are doing a lot of it? 
Sir Henry THornton: Oh, yes. ‘ 
Mr. Cantey: It must be comparatively easy to get at, and I wou 
like to have some idea of what the comparative cost would be. “a 
Sir Henry Tooryron: Walter, can you tell us that? 
Mr. Appteton: About $800 per mile for labour alone. 


Mr. Cantey: I want to know what it costs to lift the sixty-pound ra 
for instance, and replace it with one hundred-pound rails. 3) 


Sir Henry THornton: We will get you that information. 
Mr. Geary: The very light rail you would place somewhere else? 
Sir Henry THornton: Yes, or most of it would be scrapped. 


Mr. Bexu (St. Antoine): Your new locometive, of the six thousand class 
do they require a heavy rail. # : 


Sir Henry THornton: Yes, it requires a heavier rail for the weight a: 

also the speed; the weight is the greater factor. 
Mr. Bet (St. Antoine): That factor is steadily increasing? 
Sir Henry THornton: “Yes. 


Mr. Bey (St. Antoine): And you are replacing them now with hundre 
pound rails? aes 
[Sir Henry W. Thornton.] 
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_ Sir Henry THornton: Yes. 

_ Mr. Cantiry: Has there been any chemical change in the composition of 
your rails in the last two or three years? 

Sir Henry THornton: No. 

Mr. Farrweatuer (Reading): 


Track Laying AND SuRFACING 


Track laying and surfacing, which shows an increase of $968,227, 
reflects the increased labour in connection with applying the increased 
rails, ties and ballast. There was an increase of 2,487,000 man hours 
in this account. 4 

Roapway MAInTENANCE 


The increase in roadway maintenance of $640,338 is chiefly due to 
the increased amount of work in maintaining the railway embankments 
made necessary as a result of heavy rains in the fall of 1927 and spring 
of 1928. The program of weed killing on the right-of-way, which has 
been inaugurated, has led to an expenditure of $50,000 on chemicals 
for this service. 


Mr. Cantiry: With what results? 
Sir Henry THornton: Quite satisfactory results, Colonel. 
Mr. Cantiry: What chemicals are you using? 
Mr. Hazen: We use Shipman’s non-poisonous weed killer. 
Mr. Cantiey: Where do you get it? 
‘Mr. Hazen: They import it from France and Germany, and mix it out 
in Winnipeg. 
Mr. Farrweaturr: (Reading): 


Orupr Track Marertau 


The increase in other track material of $591,987 is in line with the 
increased rail program. 
2 BALLAST 


Ballast shows an increase of $312,497, which is due to the application 
of ballast on 438 more miles of track in 1928 than in 1927—miles 
ballasted in 1928 being 1,666 as compared with 1,228 in 1927. 


Mr. Canriey: Sir Henry, how are you solving the question of ballast 
on the Prince Edward Island Railway? 
. Sir Heyry TuHornton: I think we bring all of our ballast from the main- 
‘Jand for Prince Edward Island. All the gravel ballast has to come from the 
mainland. I think Mr. Abbott can give you all the details of that. 
In what way do you mean are we solving it, so that I can answer your 
question more intelligently? 
Mr. Cantiry: Of course you are aware that the quality of ballast on the 
Island is very inferior, being largely sand, and I assumed you were doing some- 
thing to replace that by material from the mainland. 
Sir Henry THornton:- That is what we are doing. 
Mr. Canriey: Of the ballast, one sort would be gravel, and crushed 
rock, which would be something the same; the other would be blast-furnace 
slag. Have you done anything with blast-furnace slag? 
- Mr. Appteron: Yes, we have had some correspondence with the people at 


Sydney, with regard to the movement of slag ballast for the Island, but on 
[Sir Henry W. Thornton.] 
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account of the facilities and the cost of transportation we have not been 
to make very much headway. Within the last three or four years we | 
moved a good deal of ballast by ferry, roughly about a hundred thous 
yards, and we have the main line to Charlottetown and to Sunnyside in 
good shape, as far as ballast goes. It is a very expensive proposition as 
ballast costs us over two dollars a yard. 


Mr. Cantiey: What is the difference in cost between the crushed sl 
and the gravel which you are able to get? 


Mr. ArrLeton: We would have to pay about forty cents a yard for 
crushed slag at Sydney, and then handle it by water, and there would be the cos 
of transporting it and putting it into the track. While it is a better ball 
we ha¥e not been able to make any arrangement with the people. 


Sir Henry THornton: How would it compare in cost with the grav: 
ballast? ee 


Mr. AppLeTton: The gravel ballast would cost us about ten or fifteen cen 
per yard on the cars, and the slag would cost us forty cents a yard at Sydney, 
and it is much further away. 


Mr. Cantiey: What is the relative cost of the different types.of ballast 
when you have them on the work? =o oe 


Sir Henry THornron: Will you answer that Mr. Hazen? 


Mr. Hazen: I have that here. Slag ballast costs $1.16 per cubic yard i 
the track. ie 
Mr. Appteton: And the other ballast runs about from 70 cents to $1 
according to the length of haul. We are using slag ballast on the Sydney sub- 
division altogether. Gravel runs from 70 cents up according to the length 
of haul from the pit. : % 
Mr. Hazen: My figures include everything. 


Sir Henry THornton: So that it comes to this that I understand that slag 
ballast runs $1.16 per yard, and the other ballast from 60 cents to $1. 2 

Mr. Cantiey: So that the comparison would be about 90 cent: 
‘ But weeds will not grow in slag ballast. : 

Sir Henry TuHornton: Don’t they? They do. I was brought up on 
slag ballasts. I want to tell you that grass will grow on the head of a bald 
headed man. es 

Mr. Cantey: I would like to get a little to grow on mine. ay 

The life of your sleepers is longer, and you have everything to gain. There 
is a case where you have to import the ballast from the mainland and I would 
throw out the suggestion for your consideration. I concede that there is slag 
ballast and slag ballast. oe 


Sir Henry Tuornron: I know that. I have seen more slag ballast tha 
anybody else in this room. agi 


Mr. Hazen: That cost of slag ballast is the cost on the mainland. ; 


Sir Henry Tuornton: There is no question that slag ballast is better 
than any other form of bailast. But is it better to use the cheaper ballast? 


Mr. Cantury: My suggestion is that where you have to import ballast, 2 
you have to do for Prince Edward Island, if you make the proper arrangement 
for transportation, I think there is going to be comparatively little difference i 
the cost. aa 


Sir Henry Tuornton: If the steel companies will sharpen their pen 
and name a figure, we will be only too glad to co-operate with them and see 
we cannot use slag ballast. : 

[Sir Henry W. Thornton.] 


s to $1.16. 


ri ry) 
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C. NUTLEY! I am not speaking for the steel companies, but I would 
at an arrangement might be made. ; 

RY THORNTON: We would be very glad to look into it. In principle, 
ou and I agree. : 

[cLean (Melfort): Could you give us a cost of the slag ballast 
on the same basis as the gravel delivered on the Island? 


fenry THORNTON: Supposing, to save time, Mr. Hazen prepares a 
ement as to the cost of slag ballast per mile on the Island? 

ir. McLean: Seventy cents and up might mean ninety cents, and we 
ld like to have figures on the slag ballast delivered at the same points. 
Hon. Mr. Dunwine: It can be made comparative? 

‘Sir Henry THornton: Yes, we will do that. Go ahead. 

. FAIRWEATHER (Reading): 
gee . ‘Piss 

— Ties show an increase of $276,517, which was brought about by an 
nerease of 171,592 ties as compared with previous year. There was 
. slight increase in the average price—creosoted ties increasing from 
43 to $1.51 and untreated ties from 72c. to 77c. The number of 
reosoted ties applied in the year was 1,485,619 and the number of 
treated ties 5,773,431. - : 


. Grary: Would you mind leaving that item until to-morrow and let 

now just what happened in regard to the Toronto situation, because that 
fly brought about by some things there. I would like to know what 

pened about the change at the corner of King and Yonge? 

- Henry Tuornton: That has nothing to do with this. 

‘Mr. Geary: Then that is not what I want. If you will at sometime dur- 
meetings of this Committee give me that information I will be obliged. 

ir Henry THornton: Oh yes. Go ahead. 

Mir. FarRWEATHER (Reads): 


_ SUPERINTENDENCE 


_ Superintendence shows an increase of $224,414 brought about by 
increased rentals for office space, chiefly at Toronto, and an increase 
in the supervisory staff and rates of pay for samie. 


: AL be Bripces, TRESTLES AND CULVERTS 

Bridges, Trestles and Culverts show a_ decrease of $392,498—a 
decrease of 12 per cent from the previous year. 

Removine Snow, Ice anp SanD 


“Weather conditions in 1928 were again favourable and it was pos- 
le to hold this account to a minimum figure. The decrease, as com- 
ared with the previous year, was $82,053. 


is MAINTENANCE OF EQuIPMENT 


The comparative expenditures of Maintenance of Equipment, 1927 
ind 1928, are as follows: 


$ 44,560,390 
47,918, 236 


$ 3,357,847 


[Sir Henry W. Thornton.] 
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An analysis of the increased expense under this heading 
effect to changes in prices of material and average rate of compen: 
shows that the increase of 11-6 per cent in volume of transportat 
service was obtained with an increase of 7:5 per cent, which is in ac 
ance with the modern theory of cost studies of this group of accounts. 

This increase in expense may be analysed as between labour 
material as follows: ee 


ANALYSIS OF INCREASED EXPENSE 
Decrease in Increase in . 


Rate of | Compensation Increase in Net 
Compensation — or Price Quantity Increase 
or Price 
DPaboure cic 7 Seen oe ee $ 214,059 $ 1,292,299 $ 1,506,358 
Maternal cee eas $° x 518320. ener ean 2,369, 809 1,851,489 


$ 304, 261 $ 3,662,108 $ 3,357,847 


The situation in respect to condition of equipment at end of the yea 
as compared with the end of the previous year is: car 


+ 


Serviceable 1927 Serviceable 1928 


Freight Cars. ai 0 yeh re an ee 92-9 94-2 
Locomotivesss..s.k iwi ee ee 82-9 ; 80-5 


These figures compare favourably with those of Class-1 roads in the 
United States, and indicate company’s equipment is being adequatel 
maintained. 


Mr. CantLry: What is the explanation of the discrepancy between th 
two items? 


Sir Henry THornron: Those items vary from year to year due to th 
conditions and circumstances. In general, the figures which have been given the 
in our report compare very well with what has been accepted first-class rail 
ways. The particular point that yow ask is how is it that the serviceable loco- 
motive in 1927 was 82-9, and in 1928 80-5. That is not a serious matter. T 


is an ordinary fluctuation. I will ask Mr. Thompson to answer that in a gen 
eral way. 


Mr. THompson: The figure for 1927 was rather high, and the 80 
cent may be regarded as the necessary fluctuation from time to time in 
program; but both figures are well within ordinary practice. 

Mr. Cantiry: Thank you. 


Mr. FarrweatHer (Reading): 


The principal increases and. decreases in the primary accounts unde 
this heading are: 


Increases — 
Ereight ‘Train (@ar, Retirements: -.5. te $ 1,173,249 


Work Equipment Repairs:..- 2.) fo ee 263, 968 

Passenger ‘Drain|Car Repairs. 9 | get ee 239, 625. 

Depreciation U. 8. Lines ay 
cage a6 


Decreases 
RES ANE: we I eR eee ae 


Freight Train Car RETIREMENTS 


Phe largest increase is in freight train car retirements which ai " 
an increase of $1,173,249. This is brought about by heavy retireme 


which are effected in the year—4,438 system cars were retired as com- 
pared with 2,957 in 1927. a 


{Sir Henry W. Thornton.] 
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. FAIRWEATHER (Reading): 


a 


Freight Train Car REPAIRS 


Freight Train Car Repairs show an increase of $951,089. This 
represents an increase of 6-2 per cent over the 1927 expense and was 
to be expected in view of the increased traffic. 


Srmam Locomotive Rpparrs 


Steam Locomotive Repairs increased $901,252. This represents an 
increase of 6.2 per cent, which is in line with the increased traffic. 

\ 

aes Work Eaquiement Repairs 


Work Equipment Repairs increased $263,968 due to more extensive 
repairs to this class of equipment and to an increase of 437,481 work 
train miles as compared with the previous year. 


PassENGER TRAIN CAR REPAIRS 


Passenger Train Car Repairs show an increase of $239,625, which is 
_ largely due to the increase of 7,902,174 passenger train car miles as com- 
pared with the previous year. 


' DEPRECIATION UnitTep States LINES 


Depreciation of equipment on United States Lines increased $119,142. 
‘This increase is caused by the application of depreciation percentages 
for the full year 1928 on equipment purchases made during 1927. 

3 


Steam LocoMoTive REFIREMENTS 


~ 


Steam Locomotive Retirements show a decrease of $440,448. The 
number of system locomotives retired in 1928 was 49 compared with 97 
in 1927, a decrease of 48. 

Mr. McLean (Melfort): Perhaps at this stage, Sir Henry, you might tell 
whether you spent some money on buying or hiring cars to move the crop 
year. : 

‘Sir Henry THornron: Yes, the account will show that we spent more 
joney for borrowed cars for the movement of traffic in 1928 than in the previous 
ear—an increase of two million dollars. 

Hon. Mr. Dunninc: That is shown on page 17 of the accounts. 

Mr. McLean (Melfort): We will come to that later on? 

on. Mr. Dunnina: Yes, that is in the accounts. 

Mr. Cantiry: What was the total loss in the passenger traffic last year, 
mpared with the previous year? 

ir Henry THORNTON: That is a pretty hard thing to get at, Colonel. — 
Mr. Cantiwy: You gave us the figures at around six millions, I think, 
two years ago. : 

Sir Hnnry THornton: I can give you some figures perhaps to-morrow 
ext day about that. Go ahead. 


ir, FAIRWEATHER (Reading) : 


[Sir Henry W. Thornton.] 
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An analysis of this increase as between labour, material and 
cellaneous is as follows: 


Outside, Awencies. ici isch oaks Cs as Ota eRe ee cee) eee eee $ 138, 902 
AAGgerhisine an heisoue. Sree tAd hana gee Ne ee ee PR ge aiace 8: 
Colonization. <0 ogo es ee i ai ee ae eee 


The increased expense in advertising and in outside agencies is 
to a general strengthening of the traffic soliciting organization. 


Mr. CantiEy: What is meant by ‘ Outside Agencies ”? 
Sir Henry THornton: That is agencies off the line of the railway. 
Mr. FarrwraTHeR (Reading): 


TRANSPORTATION EXPENSES ‘ 


The comparative expenses of conducting transportation in 1927 an 
1928 are as follows: 


es 
Nh 7 Reenter eee Ronen Spier amen Hating Sp er irae EP a $100, 967, 492 
928 Feiss SA Ras Ss eg ec re 107, 963, 695 
INCLOABE oe ho Bape eS a ee Enea $ 6,996,204 


These figures represent the transportation expense applicable to 
movement of all traffic including the cost of moving materials ae ( 
struction work on capital accounts. fe 

An analysis of the increase in expense, taking into account vari 
in the average rate of compensation and changes in the price of a 
shows that the increase of 11.6 per cent in traffic was obtained with 
increase of 6.4 per cent in the equated expense. Since the modern a 
of cost analysis would indicate an increased expense of 9.8 per ce 
will be seen that the performance on transportation account is qu 
creditable and represents an economy due to more efficient operati 
$3,180,000 as compared with the previous year. 

The analysis of this increase as between labour and material i i 
follows: 


Price Changes Increase in _ Net 
Increase Decrease Quantity. Increase 


$1,270,270 $8,489,218 $4,759,488 
Dee Ao ahe aa 3,317,473 2,236,716 


ee . —-$ 189,513°  $ 6,806,691 $6,996,204 
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[Sir Henry W. Thornton.] 


f RY Pe ion: It means that less money in the total was paid. 
s were reduced, but it means that we handled the business oe fewer 


‘Cuamman: And less part time. 


_ The principal items of increase by primary accounts are as follows: 


‘ 


US MAN MMACOMOMV CS ye Neti ar oN Me Ue. cect y cea cd ees $955,819 
Abu IPMN CN Gree ce He tun iis we boca stals qk dls voahels 6 8 911,957 
PUNTA UE ene rere te eer is ree CMU RAN oD yese SG eclofa ie Gob via ea We 762,136 
PATIOS) ANUMEIPOTISEB acess chic bre URIS viele hla’ Seve alecsld wala diets vecet 737, 240 
PSEA HLONMUMDOMER SiMe ete nt itn Mi Nye, ce LV oe daiwa wuteie 2 ios 583, 325 
Peleorapinana NelephOne: tascec tase gies st We cd ya se re cba widen es 522,805 
Pexeard Conductors andi Brakembeus: ...6220 02.) o sci sere cece ewes 382,279 


Fureut ror LOcoMOTIVES 


The increase in fuel for locomotives of $955,819 is divided between 
fuel for yard locomotives and fuel for road locomotives—the increases 
in which respectively were $329,521 and°$628,298. This increase of $955,- 
819 is made up of an increase of $1,713,035 due t6 the greater quantity of 
fuel consumed which is partially off-set by a decrease in the average price, 
the effect of which is a decrease of $757,216. 


TraIn ENGINEMEN 


*. The increased expense of $911,957 is partly accounted for as the 
‘result of wage increases to enginemen granted in 1927 and operative in 
1928 for a full year as compared with only a portion of 1927. The 
balance of the increase is in line with the increase in traffic. 


oe eee It is now one 0 clock. We will meet to-morrow at eleven. 
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MINUTES OF PROCEEDINGS 


House oF Commons, 
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‘ 24th April, 1929. 


- 


ect Standing Committee on Railways and Shipping owned, operated 
1 by the Government met at 11 am. Sir Eugene Fiset, the Chair- 


Me nbers present: Messrs. Bell. (St. Antoine), Cantley, Chaplin, Dunning, 
ry, Gray, Hanson, Jelliff, Jenkins, McLean (Melfort), Milne, Stevens. 


ittendance: Sir Henry W. Thornton, President, Canadian National 
with members of his staff. } ae 


A. C. Henry, Deputy Minister, and Major Anderson, of the Depart- 
ilways and Canals. : 


ies. were furnished by Sir Henry Thornton to several questions asked 
meeting of the Committee. 


NATIONAL RAILWAYS SYSTEM. ANALYSIS OF 1928 OPERATING EXPENSES 
i AS COMPARED WITH 1927 


sideration was resumed at “Train Enginemen” on page 7. The remain- 
page 7, and all of page 8, having been read and discussed, the last two 
, viz.: “Analysis of Operating Expenses Eastern Lines” were read. Lengthy 


issions took place on several of the items. 


ae 


d ages 41 and 43, “Eastern Lines,” were reviewed and discussed. 
permission of the Committee, Mr. Adshead, M.P., asked a question. 


JOHN T. DUN, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Room 268, Housrt or Commons, 
April 24, 1929. 


The Select Standing Committee on Railways and Shipping met at 11 a.m., 
the Chairman, Sir Eugene Fiset, presiding. 
_ The Cuatrman: Order, gentlemen. There were certain questions asked 
esterday to which I think Sir Henry has the answers this morning. 
Sir Henry Txornron: Colonel ‘Cantley asked what the loss was on 
passenger service last year. The loss on the Canadian National Railway 
tem was $6,337,916.21. 
Mr. Cantiey: No material difference between that and the preceding year? 
_ Sir Henry THornton: Very much the same. Colonel Cantley also asked 
ow many wooden cars are in service at the present time and how many such 
ars were retired from service last year. The answer to that is: 


Cars in Service 
at Dec. 31, 1928 


MTT er eM utente NY Ge SMa cathe va Galen Gisli\eleicalei ala vale 8 8,047 
Mioodens vith metal drait arms.. 27 06.50. ey as we ee ee 42,763 


Divert Mee en Seer rh cs Pd OS Ne i are Uae del Abin 50,810 


Cars retired during the’ 
year 1928 and not 
replaced in kind 


ATM Me ee A ee fhe ie aia se le pitas fete jy eeq uae ale ake 1,989 
Wooden: with metal dvaft\arms.. <0... - 0 fe ee eee 1,795 
a Mota Pa OS: GIES 8 0 aol oar annie aa Ry ee are ee aie 3,784 

- Colonel Cantley asked the total cost of replacing 67 pound rails with 100 
ound rails, per mile. The answer to that is: 


Cost per mile chargeable to Capital.. .. .. .. .- 61 es ee es $ 4,224 
Cost per mile chargeable to Maintenance... .. ..;.- «t ++ -+.-> (ele, 


MEMES TE ee tes es eee ce ee Ua ace alts $11,376 
Colonel Cantley asked the cost of gravel ballast versus the cost of slag 
last as applied to lines on Prince Edward Island. The answer is: 


Total cost of 
: Ballast under ties 
Grapvelvpallaste: 6... Ree es ere tet te geal s $2.26 per cu. yd. 
Slag ballast (if moved by WWALET een Oye es oe iee oa 2.62 per cu. yd. 
Slag ballast (if moved by Ty) eee eves ea) ec ee At 2.80 per cu. yd. 


_ Mr. Power asked the average wage for employees other than executives. 
‘We have had to give that on an hourly basis as we could not work it out 
accurately on a daily basis. There are a number of figures on this answer which 
will not read, but the sum of it is that the average hourly rate in 1928 was 
9-8 cents per hour; in 1927 it was 59-2. 

‘Mr. Geary: That includes engineers and so forth? 

_ Sir Henry THornton: It includes everybody except the so-called officers. 
Mr. Gmary: So your labouring wage would be 43 cents an hour? 

Sir Henry TuHorNTON: There is a lot more detail which Mr. Power 
desired, but I did not read it. The statement may be included in the record. 
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Average number “A 

ofemployees - Totalcompensation 

1928 1927 1928 D2 ie ees 

Professional, clerical and general... 15,665 15,249 §$ 23,597,618 $ 22,329,263 $.6 

Maintenance of Way and Structures 28,978 27,359 32,599,530 31,033,746 .433 
Maintenance of equipment and stores 27,732 26,992 40,645,370 38,374,657 .6 

Transportation (other than train. ; : 


engine and yard) .. 19,205: — 185630 27,150,415 25,861,857 
Transpor tation (yardma 1s t e ie 's, 

switchtenders and hostlers) .. 965 965 _ 2,087,024 1,987,328 
Transportation (train and engine Sind , 

Service) (0d. es cy nie were hee eae 38,810,502 35,979,446 


All aes Sees : 
officials) . . .. +. 107,970 103,869 $164,890,459 $155,566,297 


Mr. Stevens asked for copies of annual reports to the Inter-State Gain 1erce 
Commission filed by all the companies of the Grand Trunk Western Jae 
for a copy of the petition to the Inter-State Commerce Commission in con: 
tion with the proposed consolidation. They are here on the table. 


The Cuarrman: At the adjournment we were about the middle of p: 
Mr. Fairweather, will you continue your reading? 


Mr. FarrwraTHer (reading):— ~ . 
Trainmen 

Trainmen show an increase of $762,136, which is largely due to increa: 
expense on account of increased traffic. 
Train Supplies and Expenses 

Train Supplies and Expenses show an increase of $737,240. An i increa 
this account is to be expected in view of the increased traffic. 
Station Employees 


Station Employees show an increase of $583, 395, Of this increase $33 00 
is due to the effect of increase in rates of pay granted in 1927 operative fo 
full year 1928 as compared with a portion of 1927. 
Telegraph and Telephone 


Telegraph and Telephone operation shows an increase of $522, 805, of . 
increase in rates of pay amount to $97,000. The balance of the i increase 
te the large increase in commercial telegraph business. . 
Yard Conductors and Brakemen a 

Yard Conductors and Brakemen show an increase of $382,279, and was 
be expected in view of the increased traffic. ie 
Miscellaneous and General 


The comparison of expenses under miscellaneous operations for the 
1927 and 1928 is as follows:— 


Ye eee 
es ee 


Imerease.. ..°2 Heiter see tig Boe 
Mr. CANnrTLEY: Ane increase ae howe mace 
Mr. FarrweaTHer: Increase in our service—more diners (reading) 


Dining and Buffet Service shows an increase of $173,538, which was 
expected in view of the increased service rendered. 


$ 6,617,161 
6,785,668 


$ 168,507 


This is due to an increase of 178 in the average number of pensioners, 
for 1928 being 1,945 as compared with 1,767. 


sportation for Investment—Cr. 


on service incurred in connection with moving materials for capital 
t and which is deducted from the operating expenses and is charged to 
al compares in the two years as follows: 
ee eas 2S Or. $ 978,507 
a eo eer es Cr. 1,806,264 
Cr 8829757 


The greater activity in the carrying on of new construction and additions 


ir Henry THorNton: Now, with respect to the other sheets. They repre- 

the Eastern Lines. 

r. CANTLEY: Just before we go on, I would like to ask the President in 

o the case of rails, for instance, coming from Sydney: what is your 

e with regard to the freight chargeable on these rails from the mills to the 

s where they are used? You buy them delivered at the mills? 

sir Henry THORNTON: Yes. 

. CANTLEY: What is your practice with regard to the rails? 

-Mr. Vaucuan: If they are for maintenance there is no charge for freight, 

proportion chargeable to Capital would carry the usual charge, which I 

s seven-tenths. In connection with the rails we buy from them delivered 

Arthur, the price at Port Arthur includes the freight rate. They freight 
Port Arthur or Fort William. Any rails we buy from the British Empire 

orporation for delivery on western lines—they pay the freight, and our 

des the freight delivered on cars at the head of the lakes. 

-CantLEy: What about Sydney to Truro, or Sydney to Moncton, or 

r to Riviere du Loup? . 

rt. VAUGHAN: There is nothing charged there except the proportion charge- 

to Capital account. All our prices are either f.o.b. mill, f.o.b, Fort William 

.0.b. Vancouver. : 

Mr. Cantiry: Take the case of Sydney, where it is f.o.b. mill: where is the 

ght rate absorbed? Does it go into the cost of re-railing the road and 

mately into Capital account? 

Mir. VaucHan: The proportion chargeable to Capital account would earry 
en-tenths rate. 

r. CanriEy: Do you carry your rails from Sydney to points on the 

cton division and give the road no credit for the freight? 

uGHAN: The road gets no credit except the proportion chargeable to 


account. 
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Mr. Geary: That is, the rails which go to Maintenance carry no irei 

Mr. Vaucuan: No. 

Mr. Cantiey: The freight from Sydney to wherever they are used goes i 
the Capital account? 

Mr. VauGHAN: Only in so far as it is chargeable to Capital account, a 
we replace an 85 pound rail with a hundred pound rail, the difference. in th 
cost would be chargeable to Capital account, and we would apportion to 
part the seven-tenths rate. If we replaced an 85 pound rail with another 
pound rail, there would be no charge. ; . 

Sir Henry THornton: Perhaps I can make it clear in this way. If the rai 
is used for maintenance there is no freight charged. If it is used for capité 
that portion of the additional weight of the rail carries a freight rate of seve 
mills per ton per mile, and that is chargeable to Capital. 

Mr. Geary: In the case Mr. Vaughan has just suggested, replacing an 
pound rail with a new 85 pound rail, if the old rail is worn out, the new rail i i 
all Capital. 

Sir Henry THornton: Not all capital. 

Mr. Geary: You said it was all capital. 

Mr. Coorprr: We were speaking of a bridge structure. 

Sir Henry Tuornton: I think I can make that clear to you. If we reney 
an 85 pound rail with a 100 pound rail-we charge to Maintenance what it woul 
have cost to renew that rail in kind and weight, and we charge the excess weigh 
whatever the cost may be, to Capital. With respect to bridges: if we remov: 
wooden trestle and replace it with steel we charge to Maintenance what it woul 
cost to renew that in kind, and charge the excess cost of the steel structure t 
Capital. In other words, the theory is that any thing which is even academicall 
an addition to property is a betterment, and is charged to Capital. Anythin 
which strictly pertains to Maintenance is chargeable to Maintenance. 

Mr. Geary: How much is an 85 pound rail worth? 

Mr. VaucHan: At the mill they are worth $40 a ton. 


Mr. Geary: What do they primarily cost? Supposing it was $40; in yo 
Plant account you would charge $40? 


Mr. Cooper: No. 
Mr. Geary: It is destroyed? 


Mr. Cooper: No. We do not interfere with the book cost to the extent tha 
the plant is replaced in kind. It is the additional weight at current prices pee 
which is charged to the Capital account. 


Mr. Geary: No matter if your book cost was $40 originally, you bat i 
the $46 but you do not change your Plant account? 


Mr. Coorrr: No. 

Mr. Gary: Youedo that in the case of freight cars? 

Mr. Cooprr: Yes. 

Mr. Geary: You do not use that system all the way through? 


Mr. Cooper: No. It is the practical application instead of theory. — r 
would be almost impossible to identify the cost of a tie or a rail, so the theo: 
gives way to practical application in rails, ties, and things of that nature. 


Sir Henry TuHornton: The practice we are following is the practice whicl 
is universal on all railways. 


Hon. Mr. Stevens: In replacing rails? 
Sir Henry THorntTon: On the whole system of accounting. 


_ 5 £ 
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n. Mr. Stevens: I thought it was the practice in the United States to 
etire by depreciation. 

Sir Hmnry THoRNToN: There is one practice in the United States and 
other in Canada. We are dealing with some practices universal in Canada, 
but must necessarily follow the accounting provisions of the Interstate Com- 
merce Commission in the United States. What I wanted to say was that the 
accounting practices of the Canadian National Railway in Canada and the 


nited States respectively are in accordance with the practices of the railways 
in ae respective countries. We embark upon no new accounting method or 
policy. 

Mr. Grary: In the United States you set up a depreciation acccunt? 

Sir Henry THornTon: That is required by law. 

Mr. Geary: You have to account for each rail in the depreciation account? 
Mr. Coorrr: In the United States the depreciation account relates only 
equipment. 

Sir Henry THornTon: There is one point perhaps you would like to know. 
We absorb in expenses the cost of creosoting ties. I simply mention this as a 
matter of information. 

Mr. Cantiry: ‘Why do you do that? Because you think it is an experi- 


Sir Hayry THornton: No; chiefly because it is a conservative method 
of handling the accounts. The creosoting of ties has long ceased to be experi- 
~ mental. 

ote ‘Mr. Cantiry: Your remark suggested that perhaps it was. 

Sir Henry THornron: I do not see how you can put that interpretation 


Mr. Canriny: If it increases the life of the tie why should it not go into 
Capital? 

_ Sir Henry THornton: It is a maintenance figure, and is the usual prac- . 
tice on all railroads. 

Mr. Geary: There would be no real difficulty in taking care of your rails. 
Every yard of telephone wire is taken care of in that way, and every pole. 
Mr. Cooper: The Interstate Commerce Commission issued an order in 
November, 1927, relating to the application of Depreciation accounting on all 
railway property. That order has not yet been made effective, but in the order 
ommissioner Hastman made the statement that the present regulation regard- 
‘ing the charge to Maintenance of replacing rails and ties is wrong. He admits 
that, and he made the statement that when new regulations were issued the posi- 
tion would be corrected, but in the meantime we are accounting for these things 
under the regulations now in effect. 

Mr. Geary: At all events, it is the practice here? Are there not some cases 
in connection with your equipment where you fix a basis on a iocomotive, say, 
per number of thousand pounds, and anything inside of that number is charged 
to Maintenance, and outside of that is chargeable to Capital? 

Mr. Cooper: That was the old Grand Trunk method, but it is not adopted 
by any roads to-day. 
_ Mr. Gmary: You do not do that? 
‘Mr. Coorrr: No. ‘ 
Mr. McLean (Melfort): I see that the dining car and buffet. scrvice has 
increased in cost to the extent of $178,000. Does that service sarry itself? 
_ Sir Henry THornton: No; it is conducted at a loss. 
Mr. McLean (Melfort): Is the loss decreasing? 
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Sir Henry THornton: I will give you an answer to that later. 
Mr. Grary: Are we going to touch the Eastern Lines? I wan 
general question on that. : 
Sir Henry THorRNTON: Perhaps it would be just as well to read iid sh 
Mr. FarrwkeATHER (reading): “ Analysis of Operating Expenses” East 
Lines. The operating expenses of the Eastern Lines by general accounts is 
follows: Maintenance of Way and Structures in 1927 was $7,365, = 15 
1928 it was $7,997,429.36, an increase of $632,185.55.” 
Mr. Geary: It is a very small increase in comparison with the tea of 


Mr. FarrweatHer: About a 9 per cent increase. For the balance o. 
system, it is 9 per cent. cc 


Mr. Geary: Does that include the old Intercolonial? 
Mr. FarrweatHer: Yes. Generally speaking, we had the same increase ¢ 
the Eastern Lines as on the rest of the system. 
Mr. Hanson: But over a period of years is this increase larger than yor 
have been in the habit of spending on the Eastern Lines in recent years? : 
Sir Henry THornton: We had better give you a statement of the charge 
of Maintenance of Way and Structures on the Atlantic region, which is pra 
tically the Eastern Lines. For the last six years there was a little difference— 
Hon. Mr. Dunnina: It would appear to go up rapidly if you took it in com 
parison with the Atlantic region. I suppose the figures may be produced, us ‘the 
Atlantic region alone. 
Sir Henry THornton: That is very simple, but the rate would eee 
rate would almost certainly be the same in each case. Would you like to ha 
that? 
Mr. Hanson: No, I am not particular. That is an answer to my cue 
Mr. Geary: In other words, your Eastern Lines are in about the same sta‘ 
of maintenance and condition as are the lines of the rest of your system? 
Sir Hnnry THornton: Yes, certainly, and they have been very Jargel 
-improved in the last six years—very materially improved. 
Mr. Hanson: . You have not put down any rock ballast on the Easter 
Lines? 
Sir Henry THornton: That is not an expression of compete maint en- 
ance at all. The fact is that we have in the last six years very material 
improved the condition of the rolling stock, both passenger and freight, and 
condition of the track itself in the maritime provinces. 
Hon. Mr. Dunnine: There is no rock ballast on the western region? — ze 
Sir Henry THornton: No, there is no rock ballast in the western ‘reg 
and I would not put down rock ballast in the maritimes as yet. The day - 
come when that will be a wise and proper thing to do, but not now. 
My. Jevuirr: The rock ballast is mainly between Montreal and Toronto 
Sir Henry THorRNTON: Our purpose is eventually to have a rock ballaste 
railway from Montreal through to Chicago. That is partly on account of 
density and weight of traffic, but largely on account of the nuisance of dust : and 
dirt to passengers on the passenger trains. ac a: 
Mr. McLean (Melfort): Could I have the mileage of the Eastern Line 
against the balance of the svstem? 
Mr. Farrweatuer: 3,104 is the total operated mileage of the Easter 
and the total of the Canadian National Railways is 19,364. 
Mr. Guary: I received a letter, to which I am paying no attention, deca 
it was anonymous 
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Sah 


‘THORNTON: I Sten get those myself. 


—which states that you are going to have a lot of trouble in 
. a that line, ue Quebec, Montreal and Southern. 


oved; it is not in as eee condition as some ‘other parts ‘of the system, but 
bad. I get all kinds of advice and assistance from people who know a 
about the railway business than I do, and I suppose you suffer from 
same complaint politically. 


Mr. Hanson: As a general rule, the branch lines that you take over are in 
run-down condition? 


Sir Henry TuHornton: I would not say “run-down”, but they are not in 
- condition we would like to see them. 


r. Cantiey: So that we will clearly understand, what is the western limit 
the so-called Eastern Lines? 


Sir Henry THornton: Diamond Junction. 
fon. ‘Mr. Dunnine: The area defined in the Maritime Rates Act. 
' Henry Tuornron: You will find a map in the back of the annual 


tle to the west of the end of the brown lines—almost Quebec. 
[r. Hanson: That is the Transcontinental? 


Sir Henry THornron: Yes. The western limits of the Eastern Lines are 

e bit beyond the end of the brown line- 

Mr. Geary: Your Eastern Lines run considerably to the east of those two 
? 


Sir Henry Tuornton: The limits of the western end of the Eastern Lines 
as I have stated. If you draw a north and south line through Quebec on 
p you would be pretty close. 


Mr. Geary: Part of your Eastern Lines are in the central region? 

Sir Henry THornron: That is right. 

Mr. ‘Cantipy: What is the distance from Riviere du Loup to Montreal? 
Sir HENRY Tuornton: It i is about 303 miles. 


FaIRWEATHER (Reading): ‘“ Maintenance of Equipment $5, ane pO tel 
$5,664,650.29 for 1928, an increase of $107,712.52.” 

ANTLEY: In regard to that maintenance of equipment; in regard to the 
nent generally used on the Eastern Lines, it has been often suggested that 
ae eon season and the. movement from uae prairies, a very constr, 


Henry THoRN10N: Who do you mean by “us”? 

Ir. Cantiey: I represent all the east for the purpose of this discussion, 
is said that we are charged with the renewals or betterments or recon- 
n of this equipment. Is that correct? 


Ar. Cooprr: No, sir. 
ir. Hanson: How do you differentiate? 


Coorpr: All repairs to equipment are charged to an equipment pool, 
oe total sul is a al ae See the oe Lines and the Cana- 


which shows the Atlantic region. Both Diamond Junction and Levis . 
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Mr. Hanson: You adopt an arbitrary method of aioabuet ike 
maintaining the equipment? 

Mr. Cooper: Jt is apportioned on the basis of the use made by the di 
parts of the system; it does not matter where it is repaired; that hoa no 
whatever on the proportion of the expense. 


Mr. Cantiey: If the equipment of the Eastern Lines is taken west 
brought back in an inferior condition, who bears the cost of that deterioration’ 


; Sir Henry THornton: The expense is based on the mileage used ee dif- 
ferent parts of the system. 
Mr. McLean (Melfort): Would you keep the equipment separate, and 

bring the same cars back? 
Sir Henry THornton: No. 


Mr. McLean (Melfort): So that cars which went from the Eastern Lines 
to haul grain might never return? 

Sir Henry THorRsTON: Precisely. It is a pool, and the charge against it 
Eastern Lines is determined by the mileage made in the Eastern Lines in earry- 
ing freight from which revenues accrue to that part of the system. Does tha’ 
answer your question? 


Mr. Cantey: Partially. There is an item of over $5,500,000 for main- 
tenance of equipment, and the feeling is pretty general throughout the mari 
time provinces that a Ict of our equipment is taken away and returned in bad 
condition, or if not returned is replaced with inferior equipment. 


Sir Henry THornton: That feeling is without foundation. I am glad to 
have the opportunity to make that perfectly clear that we have tried, as far 
it is humanly possible, to be perfectly just and fair in the distribution ¢ 0. 
expenses among all the difierent regions. : 


Mr. Cantey: I am not suggesting that you are not trying to be fair. 


Hon. Mr. Dunntnc: The rate of increase on the Eastern Lines as co: 
pared with the rate of increase on the system generally indicates a greate: 
increase in the cost. There is an increase of $107,000 on $5,600,000 on th 
Eastern Lines as ene an increase of $3,350,000 on $47,000, 000. on the system 
generally. 

Mr. Geary: I suppose Colonel Cantley’s point is that you put all th 
decrepit cars and equipment on the Eastern Lines and keep the good ones im 
the west. 


Sir Henry THornton: That also is without foundation. = ee ee 
Mr. Cantey: There must be some foundation for it. ie 
Sir Henry THornton: I would not say that. Be es 5 


Mr. Cantiry: We do get a larger proportion of inferior class of equip: 
ment— 
Sir Henry THornton: Equipment only becomes inferior or decrepit wher 
it is improper equipment for handling the traffic involved. é 


Mr. CantiEy: Sometimes there are exceptions to that. We have had co 
plaints on that score of cars with leaky roofs which you would not consider put 
ting on the western traffic. a4 


Sir Henry THornton: No, but they would be perfectly good for the move 
ment of something else. 


Mr. Cantiey: But occasionally these tars are placed at points where it 1 
not a question of moving material which cannot be injured by wetting, and th 
result is that we suffer. 


as i aa Sie 
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Sir Henry THornton: Mr. Appleton, have you had many complaints with 
ard to the movement of defective equipment in the Atlantic region? 
Mr. Appieron: No sir; just about the same as the other parts of the sys- 

Wy Where we get complaints as to leaky roofs, the cars generally originated 
e central region. They are loaded with flour and commodities of that kind 
come down to the maritime provinces. : 
Sir Henry Tuornton: In the moving of 100,000 cars you are likely to get 
ective car here and there? de 
Mr. Cantiny: Are’ we getting more than our share? 

Sir Henry Tuornton: No, I think you are getting less. 

Mr. Appteton: We handled 14,000,000 bushels of wheat last year and we 
ot a lot of good cars on that account. Speaking about the transfer of power, 
we have about 400 engines assigned to the Atlantic region, and last year we 
ransferred 10 engines to the western region during the grain movement. Later 
m, when we were pressed for power in the Eastern region, we got six engines from 
he central region. z 
’ Mr. Hanson: What about the passenger equipment? Do you think it is 
mm a par in the Eastern region with the central? 

- Mr. Appieron: Yes, I would say so. I would say from observations made 

t Fall that our passenger equipment is better. 

_ _Mr. Hanson: I agree with you, on the through trains, but what about the 
branch lines? : 

Mr. Appteton: We have some old cars. It is within the last year that 
we have been putting on better cars. 

Mr. Cantey: We have equipment running to Sydney that you cannot 
Sleep In. ~ 
_ Mr. Hanson: I thought they promised to fix that up. 

Mr. Appieron: In the Sydney service we have a modern steel train and 
have had for about a year. It is as good as on any part of the system. 

i ‘Mr. Canriry: That is correct, but it does not cover all the traffic moving 
there. We mice 
ae Sir Henry Tuornton: I have no doubt, gentlemen, that you can fin 
parts of this system extending from the Atlantic to the Pacific, where the equip- 
ment is not as you would like to see it, nor as I would like to see it, but at the 
same time these things cannot all be remedied at once. We are making progress 
in that direction as fast as our purse will permit. 

Mr. Canttry: I agree with that. But we are not getting a fair proportion 
of that new equipment. 

; Sir Henry TuHornton: We are making very rapid progress in connection 
QF ith the improvements of the service in the maritime. 

Mr. Cantury: You are making some improvements, but far from what 

e are entitled to. 

- Mr. Hanson: No question but what on the main line, the service is good, 
and has been greatly improved. 
Sir Henry THornron: Just as fast as we can, we will build it up every- 
where, but it will take time to do it. 4 
Hon. Mr. Stevens: What proportion of different. classes of equipment, 
passenger cars and freight cars, are owned by the system, and what proportion 
are rented, over, say, the last four years. 

Sir Henry Tuornton: By “rented” do you mean foreign cars which we 

e using on a per diem arrangement on our lines? 
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Hon. Mr. Stevens: That, as well as leased. — 
Sir Henry THornron: Mr. Hungerford, have we any leased eq 
I do not think we have. Suse 
Mr. Huncerrorp: Very seldom do we lease equipment. Once in 
for a special movement over a holiday we rent a few cars for a day o 
. Hon. Mr. Stevens: The question was up two years ago, and you intima 
then that you thought perhaps it was more. economical to lease than to put. 
capital into new equipment. : 
_ Sir Henry Tuornton: I think I remember that. We had nothi fy 
year, but we did a couple of years ago. We will work that statement up for yo 
Mr. McLean (Melfort): Do you own your ‘sleeping cars in the Un 
States? on 


equipment. : 
Mr. Hanson: Is that a matter of policy or long term contract wi 
Pullman Company? : os 
Sir Henry THorRNTON: It is a little of both. Our pullman passenger | 
ness, so-called, into the States is operated under an arrangement with the 
man Campany, and works out very satisfactorily. If we withdrew these 


we would be put to a very large capital expense for additional equipment, an 
do not think that would be justified. ea ee 


Mr. FatrwEeaTHer (Reading): “ Traffic; for 1927, $764,675.63; for 1928 
$809,049.96, an increase of $44,365.33; transportation, $14,661,570.10 for 1 
for 1928, $15,340,874.73, an increase of $679,304.63.” care 

Hon. Mr. Dunnine: Mr. Adshead has sent up a note. I do not su 
there will be any objection to his asking a question? : 


Some Hon. Memsprrs: No. 


Mr. ApsHEAD: Is there any indication of making better provision 
replacing the passenger terminals more nearly in the centre of the city of 
gary? At the present time it is at the end of First Street West, on the outski 
of the city. I wondered if there was any provision to be made for bringing 
closer to the centre of town. eS 


rie 


Sir Henry THornton: That is under consideration. ‘ : ee 
Mr. ApsHeap: In what direction? What is the proposed considerat 


Mr. Huncerrorp: We have had under consideration two scheme L 
build a station of our own and the other to join with the Canadian Paci 
way. The matter is under consideration with the Canadian Pacifi 
present time. No conclusion has been definitely arrived at. : 


Mr. FarrweaTHER (Reading) : 


Muiscellamcous. 2.) <a ee 396,619 47 401,150 37 Ine. 

Generals ig SAGA eae a 1,282,222 30 1,323,105 15 Ine. 40,882 85 

Transportation for Invest- ce ae 
ments (Cr ssa ae 37,686 22 52,899 34 Ine 715;213 12 
Totals: cope tee a me ORO ROE RD aah $31,483,351 52 Inc. $1,493,768 66 : 


eat, 
Mr. Hanson: What does that particular item, “ Transportation for Inve 
ment ” mean? - ack 


nee 
Mr. Farrwraturr: When we move material in connection with bettermen 

work, the cost of moving it is charged to capital; whereas if it is a question 

maintenance we do not charge freight rates on the material. : 
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ee samy batt of the expense of your general officers pro rated 
tion 

oopER: Yes, sir. The Vice-President in charge of operation is also 
f maintenance of equipment and maintenance of way, so we appor- 
s salary three ways, to Maintenance of Way, Maintenance of, Equipment, 
aE ansportation Expense. Then the portion allocated to Transportation 
is divided into the different sections on the basis of train mileage. 


M Hanson: That is a standard arrangement? 


Mr. Coorrr: It is our own arrangement. 

r Henry THoRNTON: It is the general practice on most railways. 
Coorrr: It is the correct practice. 

Mr. FarrwratHer: (Reading): 


A statement of this expense, analysing the primary accounts may be 
found on pages 45 to 48 of the annual report. The division of the expense 
between employees’ compensation and material and miscellaneous is as 
follows:— 

r. Bext (St. Antome): We have a total here of $1,493,768.66 deficit in 
yperating expenses— 

r Henry THorNTon: No, it is an increase. 

Mr. Beux (St. Antoine): Turning to page 41 of your annual report, where 
e same figures are given, how is it that after taking into account Interest on 
ances from the Dominion. Government and other items, the net income 
it was $5,138,026, as compared with the re-stated deficit for 1927 of 
29,717? How does the difference come in there? Do we understand that the 
Hastern Lines are losing that each year? 
‘Mr. Coorzr: The difference between this year’s result and last year’s 
at in 1928 we had a contribution from the government to meet the deficit 
the full twelve months, while in 1927 it was for only six months. 


r. Hanson: That brings up a point which has been discussed in the 
Hou: many times. Why should the government pay annually this so-called 
on the Eastern Lines? Why is that made a matter of policy? Why 
1 not the whole system pay the deficit of any particular portion of the 
It makes us look like beggars down there and hurts our national pride. 
r Henry THornton: No, I do not think it makes you look like beg- 
, because the so-called Intercolonial railway was built and operated as 


seem that it was only fair for the government to pay fhe expenses, 
ularly in view of the fact that to handle it in any other way would involve 
difficult accounting questions and very considerable expense. It really 
ot make much ee eee which Vee it comes out of, and this method 


Mr. 1 Be cow: i that reason be a sound one, why not take us right up to 
Rosalie where you found us? 

i Henry THORNTON: That came about: in this fashion. When we 
k to organize the Canadian National system as an operating unit, we 
ided it to the best of our ability into three regions. When we came to the 
eilic. region there was a great deal of discussion and a great deal of con- 
on and much difference of opinion as to what the limitations of that region 
ye, between a number of people whose opinions I sought—a large num- 
uding operating people, Ministers of the government, business men, 
rs whose opinions I thought would be worth while. We finally came 
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to the conclusion that the simplest and perhaps the best thing would b 
the limitations of the Atlantic region where they now are. As a matter 
in so far as service and as the welfare of the maritime provinces themselves 
concerned, I do not think it makes the slightest difference one wey or r the oth 

Mr. Cénriny: It made quite a difference in the 20 per cent. 


Sir Henry THornton: The governing feature was to icon thos 
boundaries which from an operating point of view and the point of view 
economy would give the best results. You can argue with great success” 
matter in half a dozen different ways. epee 


Hon. Mr. Dunntne: It is important not to. confuse the two things, 
Eastern Lines as defined in the Maritime Rates Act and the Eastern Lines ; 
defined by the railways for operating purposes. If they were extended to Ste : 
Rosalie and to Montreal in particular, I am afraid it would offset the object 
sought by the Maritime Rates Act, namely, to accord certain advantages wit. 
in certain areas. Sir Andrew Rae Duncan set out the area, and I think if th 
area were extended westward the advantages which the maritimes expected 
to reap would not be reaped because of the competitive factors from the centr 
further west. Personally I would have no objection to giving consideration 
to extending the area of the Eastern Lines, but as I understand it the genesis 
of the Duncan report was to secure certain advantages within a limited area 
and to have the 20 per cent reduction applied to points further west would 
lessen the advantage to the maritime provinces. 


Mr. Hanson: The representations made to the Duncan Commission were 
that the limits of the eastern region should be at Riviere du Loup. If that were 
extended to Montreal you would find that the annual deficit on the Eastern 
Lines would be smaller than it is to-day. 


Hon. Mr. Dunnine: I will be glad to take cognizance, speaking from 
legislative point of view, of any representations made to increase the limits 
to a point further west. "They were made originally by Bee maritime represen- 
tatives. : 
Mr. Hanson: There is almost a universal opinion in the maritime. p 
vinces that we were cut off unjustly at Riviere du Loup, when we should hav 
gone to Montreal. : 


Hon. Mr. Dunnine: That is another question. 


Mr. Hanson: I know it is, and the Maritime Rates Act should have 
ended at Montreal or Ste. Rosalie. 


Sir Henry THornton: If that had been done it would have been ver 
difficult to have operated that system from Moncton, and it probably woul 
have been found better to_move the general offices of the Atlantic region t 
Quebec and also at that time there was a good deal of protest and objectio 
on the part of certain people living in Quebec to the very change you hav 
asked for. As a matter of fact, it does not make the slightest difference to the 
maritime provinces what the limitation of the eastern region is. It was fixec 
by the Duncan Report, with which we had nothing to do, and there seems to 
a kind of supposition—where it originated, I do not know—that beca 
the Atlantic region is operated at a deficit, somehow or other we do not gi 
that same parental care, if one may use such an expression, to the maritim 
That is perfectly ridiculous, because all of the officers of the company are just 
as anxious to improve conditions in the maritimes, to improve our service, t 
improve our tracks, and to give the public of the maritimes the service they 
want, as we are in the province of Ontario or of British Columbia, or of any 
other province. To single out one part of Canada and say that that part of 
Canada is not receiving ‘the same scrupulous and anxious care and attention 


- 
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, is all wrong, and I would like to take advantage of this oppor- 
a: rrect that #mpression. 

Ar. Hanson: You yourself at one time was very much impressed with the 
ditions to which you now refer and went so far as to say that you were to open 
personal office in the city of Moncton and be there once every ten days. 


Ps ‘Sir Henry THornton: I do not think I said that. Canada is a big place 
am away about 75 per cent of my time, and I cannot circulate any faster 
in J do. I try to get to the maritimes often, and I want you to feel that we 

oing everything we can to assist the business people of the maritimes to 

elop. 

“Mr. Cantiry: I want to follow up what Mr. Hanson has said. The purpose ~ 

e whole matter as dealt with by Sir Andrew Rae Duncan was to enable to 

roducts of the maritime provinces to get to the central part of Canada. To 

arry that out effectively it should have ended at Montreal or Ste. Rosalie— 

Hon. Mr. Dunnina@: Would you say Quebec as well as Montreal? 

Mr. Cantiry: I want to get into Montreal. Take the steel business; there 

o market east of Montreal. 

Hen Mr. Dunnine: The reason I asked the question about Quebec was 

lat personally I would be willing to give consideration to the extension of the 

its. It is a matter for the government and the House of Commons, but how 

Id you justify extending the 20 per cent reduction to Montreal without also 

nding it to the city of Quebec, which would represent a larger mileage for 

goods to travel. There would be a discrimination there which would be 
ery, very hard to justify. 

“Sir Henry THornton: You would find that a great deal of stuff that is 

ing distributed from Montreal and Quebec would be sent into the maritimes, 


and business would be taken away from the business people of the maritimes 
mselves. 


Mr. Cantiry: That is beside the question. 

Sir Henry THornton: It is a very important factor. 

Mr. Cantiey: Montreal is the gateway where our distribution begins. 
Sir Henry THornton: It works both ways. 


% ‘Mr. Cantey: I am not disposed to argue that at all. I am confining myself 
0 one thing. The Duncan Report was to enable the maritime provinces to get 
“into the central part of Canada. The gateway is Montreal, not Riviere du Loup, 
10t Diamond Junction, but Montreal, and the result is that 300 miles of that rate 
ot getting the advantage of the 20 per cent reduction which it was intended 
xpected we would get. That is as briefly as I can put the situation. 
~ Hon Mr. Dunnine: I would be glad if the maritime members would give 
s consideration to the reasons given by Sir Andrew Rae Duncan for recom- 
ding Diamond Junction and St. Rosalie as the terminii of the eastern lines, 
ise my impression from studying the evidence of the Maritime Boards of 
e is that they were anxious not to have the reduction go to Montreal and 
ec, because they did not want to expose their own area to the competition 
the distribution houses of Montreal. I wish the members interested would look 
0 that, because I am willing to hear representations on that at any time. 
Mr. Hanson: I am not so interested in the Maritime Freight Rate Act and 
yhat the effect of the extension would be if carried on, as I am in the extension 
= Atlantic region. I would like to study the other question before I expressed 
pinion because I can see from the remarks of the Minister that there would 
y. What the people of the maritime provinces object to and have 
objected to—and Sir Henry Thornton has not given any real valid reason 
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to explain it—is why they cut us off at Riviere du Loup. The people 
absolutely expected that the Atlantic region would go as far as the C: 
National Railway system, namely, into Montreal, before the co-ordi 
all the roads, and they will never be satisfied until that is done. 


Sir Henry THornton: That may be. I do not know whether we Ww 
reach that blessed condition of satisfaction or not. I have been trying for 
years to reach it, but as soon as one thing is settled another comes along. 


Mr. Geary: Was there not some suggestion that the government rai 
had been built with longer mileage for strategic reasons. That would be 
erned by Quebec? You do not claim there could be any waste mileage bety 
Montreal and Quebec; the waste mileage is all east of Montral. ae 


Mr. Hanson: I think that is true of Montreal, but from Quebec to 
bellton is comparatively a barren region as far as traffic is concerned. 


Sir Henry Tuornron: It is not a productive region. 
The Cuamman: It is one of the best paying parts of the system. — 
Mr. Geary: What does it produce? — ne = 
The Cuarrman: Anything you can think of. a 


Hon. Mr. Dunninc: In order to help out on the dispute, may I s 
that Parliament has conveyed to the management full authority in conn 
with matters of this kind. I do not think that Parliament would likely 
to say to the management that its operating division should end here or ther 
‘certainly I, as Minister, would not think of suggesting to Sir Henry Thorntc 
that he should change any of his operating divisions. When we are discussir 
the area of the Maritime Rates Act, that is a different matter. I suggest WV 
Hanson’s question concerns the sole matter of management. " 


Mr. McLean (Melfort): Will you tell us what effect it would have on 
system if you did extend the Atlantic region into Montreal? ee 


Mr. Huncerrorp: That was a matter which was very carefully consid 
at the time the present limits were fixed. It so happens that Quebec is in 
centre of lines radiating in every direction. We had a general superinte 
there on account of the magnitude of the railway interests which made it ne 
ary. His jurisdiction runs away north into Ontario, almost north of L 
Superior. To extend the Atlantic region would mean the addition of anoth 
division from Riviere du Loup to Ste. Rosalie, and placing it under the directi 
of the general manager at Moncton, and apart from the jurisdiction 
general superintendent situated in Quebec, from whose’ office windows ¢ 
seen the trains at Levis, it would be an awkward arrangement. The Queb 
people do more business with Montreal than with Moncton and there we 
serious objections at that time. ; 


Mr. Hanson: Quebec interfered and we do not get it. That is the ans 


Sir Henry Tuornton: That is not quite right. It does not make an 
ference what we propose on this railway, there will always be a certain el 
who will object. Now, rightly or wrongly, our job and our duty is to con 
as best we can all of these objections and to the best of our ability cone ae 
decision. We did that in this case. We think we are right; you think we 
not. I cannot say anything more. I tried, after consultation with all 
officers and those in a position’to give me advice, to come to the arrang 
which was more economical and would best serve the various communitie: 
reached. ‘ aoe 

Mr. Cantury: The arrangement is not satisfactory so far as the East 
concerned. I fail to see from anything that has been said what interest 
people of the city of Quebec have in the so-called eastern lines. 
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“Tuors TON: You said you wanted to reach Quebec, and you 
xeople of Quebec to trade with you. If your statement is correct, why 
the limits of the eastern lines? 
Cantey: Because we want to get the advantage of the 20 per cent 
ite reduction to the gateway of the central provinces. 
r. Hanson: Where our customers begin. 
Mr. Cantiey: We have no trade to the east. You could not run the steel 
s of Nova Scotia one week on all the traffic, outside of railway traffic, 
‘is east of Montreal. We must get in there, or shut up shop. 
sir Henry THornron: I would like to make this statement with respect 
> general maritime situation. I believe J am perfectly safe in saying that 
anadian National Railway disburses annually in the maritime provinces, 
labour, for coal, for steel, for purchases of different sorts, at least $12,000,000 
annum. We are a very good customer, and I think that is something that 
be fostered, rather than being deprecated. 
Mir. Hanson: You get full value for your $12,000,000. 


Sir Henry Tuornton: Yes, otherwise we would not pay it. But also 
se who sell get: value received for what they sell. We are quite useful insti- 
o each other. 


Cantiny: We have never disputed that. I do not see what bearing 
s on the question I am discussing. I give our friend the Minister credit 
-astuteness which he shows which excluded the 20 per cent reduction in 


I< n. Mr. Stevens: What additional sum of money would be required to 
he additional deficit if the Maritime Freight Rate Act was extended 300 
s from its present terminus to Montreal? 

Sir Henry THornton: That would take some time to prepare. 


yn. Mr. Dunninea: In answer to you, Colonel Cantley: you are giving me. 
it for more astuteness than I possess. I will say to the maritime members 
| I would appreciate your studying the question and meeting me with respect 
proposition to extend the limits of the area now benefiting by the 20 per 
n framing the legislation I felt that Sir Andrew Rae Duncan had a good 
reason for setting Diamond Junction and Levis as the limits, and I did 
further than that. If there is any astuteness displayed it was by the 
ime people themselves before the Duncan Commission. I have no doubt 
had good reasons, and I wish you would examine those reasons and look 
T have an open mind on this subject. The maritime people them- 
fore the Duncan Commission were responsible of fixing these terminals. 
pression is that the advocacy of that limit came from the maritime 
_ Iam subject to correction in that. 

‘Henry THornton: It is just -possible that the Auditor of Freight 
ts might be able to give the figures Mr. Stevens wants. Let us see what 
duce, and if we find it will run into a protracted period I will let 
It may be, in the light of the facts expressed, we might make a 

e. 


ENRY THORNTON: Yes, the administrative offices for the region. 
RY: Where is your competitor’s office? 


Lr RY THornton: That would be the C.P.R., of course. I suppose 
ould have that. 
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The Cramman: The supervision of the eastern division onl: 
Riviere du Loup. ee 
Mr. Geary: Were your eastern lines segregated by the Act of 1927 
accounts? : 
Sir Henry THornton: No. The Intercolonial was, but the pres 
called eastern lines was a new division. : 
Hon. Mr. Dunninc: The Intercolonial was dealt with in the same 
that it always has been. Any deficit was in fact paid by a vote of Parlia: 
the same as it is to-day with respect to the Eastern Lines as a whole, but wi 
the Maritime Rates Act was adopted, all of the former Canadian Northe 
lines down there were brought into the Eastern Lines, and were made subje 
to what had formerly been the situation with regard to the Intercolonial 
also the Transcontinental, so the principle of paying the deficit on the East 
Lines is not a new principle. 
Mr. Hanson: You have extended the principie? 
Hon. Mr. Dunntna: Yes, instead of applying only to those which vi 
formerly a part of the Canadian Government Railway, we adopted a n 
principle with regard to paying the deficit. We did not adopt a new princi 
but enlarged the application of it. : a 
Mr. Geary: The Intercolonial deficit up to 1927 was still kept outside 
‘your general account and settled by Parliament? : 
Hon. Mr. Dunnine: Yes. : 
Mr. Bety (St. Antoine): There is a deficit each year on the oper. 
results of the Eastern Lines of about $3,500,000? 
Sir Henry Tuornton: I take it that is correct, yes.. _ 
Mr. Bett (St. Antoine): I think Mr. Appleton said that you are mo 
a lot more grain-over the Eastern Lines now. Is there any improvement, or d 
the future look for any improvement in the Eastern Lines situation? : 
Sir Henry THornton: I should say there ought to be an improve 
There has been a general improvement in economic conditions in the maritime 
which has been noted in recent years. In the last year or so there has € 
« marked increase in traffic in the maritimes. Mr. Appleton is more fam e 
ee 


with that situation than any of the rest of us, and I think he can answer t. 
question more intelligently than anybody else. 
Mr. Appteton: As far as the increase in traffic is concerned; we h 
substantial increase this year. In the month of January we had an increas 
58 per cent. We diverted a great deal of our traffic over the Transcontine 
on account of it being a better line, and the increase there was about 100° 
cent. We had an increase in the grain traffic through the port of Halifa 
about 700 per cent, and some slight increase through the port ‘of St. John. 
Hon. Mr. Cuariin: The more business you do, the more money the 
ernment of Canada seems to be paying. ; : ’ 
Mr. Beut (St. Antoine): We have a deficit this year over last y 
about $300,000. a: 
Sir Henry THornton: This year it improves our position by $300 
Mr. Assorr: That is right. = 
Sir Henry Tuornton: For the first three months of this year the g1 
revenue on the eastern lines is increased by $300,000. It is increased fi 
$6,712,552 to $7,805,000. So that I would say that there was certainly impro 
ment in business conditions in the Maritimes, if gross revenue is any indicatic 
Mr. Betu: Mr. Cooper has not quite made the answer to my que 
plain, after taking into account interest on advances from the Dominion 
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¢ and other items, the net income deficit was $5,138,000, as compared 
e previous deficit of $5,129,717. How is that amount made up, and why 
is? I would like to get at your system of keeping these accounts on the 
ern lines this year. Does that mean that there is an annual deficit of 
B5,138,000? 

Mr. Cooper: Yes. 

Mr. Bexu: Operating deficit? 

Mr. Coormr: No, there is a certain amount of interest. That is the net 
ie deficit, after meeting all charges. 

Hon. Mr. Dunnine: The aggregate deficit. 

r. Beuu: That is what I said a few minutes ago, that although your 
business has increased and you show on your operating an improvement so far 
the Dominion of Canada is concerned, the amount we are paying out as a 
from the treasury is larger. 

_ Sir Henry THornton: You are paying out, of course, the twenty per cent 
year. 5 

Mr. McLean (Melfort): That is the way it is, the more business you do, 
ith the twenty per cent basis, the more money you pay out. 

Mr. Bex: Then according to Mr. Cantley we do not want to increase the 
ees. 

Sir Henry Tuornton: Last year the deficit was about $3,790,000. The 
before that it was $4,090,000 odd. We have improved the operating deficit 
by nearly $300,000. I am looking at page 43. 

Mr. Geary: I was looking at the statement on page 41. 

Sir Henry THorntron: If you will turn to page 43 you will find all the 
tails of that set-out, as asked for by Mr. Chaplin. On page 43 you will find 
last year the operating deficit was practically $3,800,000 as compared with 
100,000 the year before. Then further down you find that the gross income 
sficit was $3,482,000, as compared with $3,746,000. Then if you go a little 
her down you find that the government contribution on account of the 
ritime freights was $5,138,000, as compared with $2,332,000 the year before, 
that was only a partial year. 

Hon Mr. Cuapitn: Six months. 

Sir Henry TuHornton: Of course if you reduce freight rates, necessarily 
you do not make the same amount of money on the additional business that you 
ld on the higher freight rates; and Mr. Chaplin is quite right on that. 

Mr. Cantiry: You may increase the freight movement very largely? 

‘Sir Henry Tuornton: Yes. : 

‘Mr. Canruey: Before we leave this, there is something I want to refer to. 
‘are told here that there was a deficit on the eastern lines of $5,000,000 and 
000,000 and so on, and the idea in the country is that the Intercolonial never 
mything but a deficit, and that is not so. Over a period of twenty or 
y-five years we had not deficits but profits, running as high as $1,000,000 
in the last year when Mr. Cochrane was Minister of Railways. Now I 
‘nnot understand, in view of that fact and of the large increase in traffic and 
1e betterment of the road and the betterment of the rolling stock and of the 
ngine equipment, how we are running into such figures as these. It is utterly 
nd me. A larger density of traffic with better equipment and better road- 


Me 


et n. Mr-Dunnine: I might point out that when you are discussing the 
ng deficits, in the old days no interest was charged on it on the Inter- 


ial and you, of course, now add an item here which never was present in 
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connection with the Government Railways as ‘such. That is eee 
which causes the difficulty. 

Mr. Hanson: Is that the item which makes up the difference in capita 

Sir Henry THornton: Colonel Cantley makes the statement t 
years ago the Intercolonial Railway was profitable. 

Mr. Cantiey: That it had no deficit in operation. - 

Sir Henry Tuornton: I cannot give you the reason for that offha 
I can have an analysis made, and I will be glad to present a statement at 8¢ 
latter meeting which will perhaps clear up the point. a 

Hon. Mr. Srevens: Does this item of operating include the contribu ion t 
the Maritime freight rates of $5,138,000. 2 

Sir Henry THornton: No, it does not. If you will let Mr. Cooper ans 
the question, he will clear it up. 

Mr. Cooper: If you turn over to page 44 it there sows that the Gave 
ment contribution to meet the 20 per cent reduction in freight rates is credite 
to revenue. 

Hon. Mr. Stevens: That is the $2,151,000. 

Mr. Coopsr: Yes, sir. 

Hon. Mr. Stevens: Where is the $5,000,000? 

Mr. Cooper: The $5,000,000 is in addition to that. 

Mr. Hanson: In other words, the eastern lines cost the treasury 0 
$5,000,000. 

Mr. Cooper: Yes, but part of the $5,000,000 is not a cash payment; 
thing like $900,000 is ‘interest and other non- -cash items are credits in favou: 
the gevernment but we do not draw it down from the government. = 

Hon. Mr. Cuapuin: That is shown on page 43. 

Hon. Mr. Stevens: Can you say how much is necessary to make v u th 
operating expenses? . : 

Mr. Cooprer: The cash payment by the government in 1928, under votes 41 
and 412, was $2,151,527.75 plus $4,200,356.51; that is about $6,350,000. 

Mr. Hanson: That came out of the treasury directly on account o 
eastern lines? 

Mr. Cooprr: Yes. 

Hon. Mr. Stevens: And that allows no interest on investment for go 
ment advances? 

Mr. Coorrr: No. 

Hon. Mr. Cuapitin: For what period was that? 

Mr. Cooprer: That was the twelve months of 1928. 

Sir-Henry TuHornton: If you take it, you will find the suerte expense 
and operating revenue, and you will find the last item below, item 551, the gov 
ernment contribution, which balances. You will find the gross earnings 
oe and everything i in the first column on page 438. The whole thing» 
orth: there. f 


Mr. Cantey: Referring to the statement, item 546, interest on funded 
what does that refer to? 


Mr. Cooper: That is the interest on the outstanding bonds of the Hali 
and Southwestern Railway. 
Mr. Betu: Would it be possible, since you have taken over the Nat: 
Railways, to get a statement as to the eastern lines showing how much 
have cost? I asked that question because I think, in Jane to you 
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f the eastern lines, if there are to be reductions in rates then naturally 
re going to be further deficits, and we might as well face the situation 
is taking place regarding the eastern lines. 


Nry THORNTON: The trouble is that prior to last year we kept the 


Lo! Mr. Dunnine: But it must be borne in mind that so far as railway 
sht rates are a factor the railway revenues do not suffer one cent, because the 
ribution is taken in as operating revenue, quite properly, so that there is no 
of reduced freight rates having anything to do with that deficit. 
‘Henry THornton: The Minister is quite right in that. 

Mr. Cantiey: Item 547, interest on Dominion Government advances,— 
t does that mean? 


fr. Cooprr: That is interest on government advances to the Halifax and 
western, etc., on which the government charge us interest, and we accrue 
the eastern lines accounts as a credit to the government. 


Mr. Hanson: You have the interest on the funded debt, that is the $155,000. 
t would be on outstanding bonds on the Halifax and Southwestern Railway? 
. Cooper: Yes. 


Mr. Hanson: What advances did the government make to the Halifax and 
thwestern,—was that for rehabilitation? 


Mr. Cooper: They have made advances for capital and deficits over a long 
of years, since the Canadian Northern received advances from the Domin- 


n. Mr. Dunninc: That is the old debt which we have on the whole 


. Hanson: That is part and parcel of that? 
Jon. Mr. Dunnine: Yes. 
Geary: Have we a comparison of 1926 and 1927 in this also? 


‘Henry THornton: I do not think so. 
Mr CANTLEY: How does it come that the interest is greater in 1928 than in 


2 Cr Cooper: Because the government have made further advances. They 
aking advances for capital expenditures but not for operating deficits. 
are making cash payments for deficits. 

Cantiey: My point is that the amount. charged on that account last 
is greater than the year before by about $12,000. 

Cooper: That is interest on additional advances. 
Mir. Cantey: Why do you deal with advances on the portion of the system 
ently from advances on the Intercolonial system? 
Cooper: Because the advances by the government to the Intercolonial 


vay have always been free of interest, and have been charged to the 
ited Debt Account; but the advances to the other lines have always 


rged with interest. 
Cantiey: But why is this item $12,000 more this year than the year 


ooprr:~Because of additional advances in the meantime. 
HAIRMAN: Go on with “ Labour.” . 
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Mr. FarrwEATHER (Reading) :— 
Labour 1927 1928 Inc 


Maintenance of, Way and Structures.. .. .. $ 3,983,715 $ 4,215,493 ies 
Maintenance of Hquipmentece. 4. ee 2,918,162 2,952,250 
Trafies 0.2483 ee ee een ae 364,596 392,141 
Transportation 222s) 0 sok ees ae 9,557,979 10,127,220 
Miscellaneous... 3 oe oe aa he ees Dale 220,754 
Generales. ee es eee 634,330 654,539 
Total <3 2 LS) Havas Gas ee ae a eee = leon OND nb: $18,562,397 $ 
Material and Miscellaneous a 
Maintenance of Way and Structures.. .. .. $ 3,381,529 $ 3,781,936 $ 
Maintenance of Equipment.. .. §) 22 =: 2,638,776 2,712,400 
Praties cue ee cle Tae Gee ee neem 400,080 416,900 
‘Eransportation. 035) seec Ws ae oi year eee 5,103,591 Sea alba (alae: 
Miscellanicous..) 02,0 Sai ae ae eee 179,048 180,397 
Generali sci 0 8s a iy aah Get ee 647,892 668,566 
Transportation for Investment Cr.. .. .. 37,686 52,899 : 
Totals iiss te a0 wees oe We ae Oe Oia $12,920;955 $ 607,725. 


The increase in employees’ compensation is caused by increased rates of pay, $218,4 

and increased hours worked, $667,632. : a 
Mr. Hanson: In what particular branches were the increased rates of pay? 
Mr. Cooper: That is explained down below. 
Mr. Hanson: Yes, alright. ’ 
Mr. FarrwearHer: (reading) :— 


Rates of Pay Hours ‘ 

Decrease Increase Decrease Increase Increase 
MitGes. Of: Wiabin Save doo a Meee 69,851 _ Pee Jo ea OL ORD) 
MicesoteHquipment: <1. au Ke $ 49,064 $ 14,976 eae 
Mraiies <3 so ee ne eae nate 6,858 Pee 20,687 
iransportabiones. wot eee ree PAB RY aol: 352,208 
Miscellanegusy 2 ssh oie we ae aon 3,861 678 ee 
General ee Ses a eae Saas ion 11,447 as 8,762 

Dotan iV. aor ee Se one $218,412 $667,632 $886,044 


The increase in material and miscellaneous is made up:— 


Price Changes Increase in Net 

Decrease Inerease Quantity Increase 
Mtce. of Way & Structures.. .. .. .. apices $ 9,905 $390,502 $400,407 
Mice. of Haquipmentyt. assis re eee 61,582 yee 135,208 024 
Mathie ci ike eg eae Aerie ee rene rage ape ine 16,820 16,820 
Rransporbationess 2. oe a eae 96,795 eee 206,859 110,064 
iMiscellameoupiss 3s! Sit ey rote a ie 4,190 ees 5,539 1,349 
General he oy aeons Cer a eee 15,529 perdi 36,203 20,674 
Rransp: for: litvest. Oris; «4.08 Go Ets SoG 11S 15,2133 

AN ES eae uno Genes aa SONG ION 775,916 $607,725 — 


Mr. Geary: This a good place to adjourn? If I might say so, it would bi 
a good thing if we could get out of here by a quarter to one. 

Hon. Mr. Dunninc: Should we not determine, Mr. Chairman, wha 
should take up to-morrow? My. suggestion is that we should take up t 
accounts in detail. es 

Sir Henry THornton: I might say that you have now covered pretty 
thoroughly the items which are chargeable to expenses. Now you can take th 
annual report and can again go over the same ground which vou have just go 
over more in detail. But subject to your opinion, it occurs to me that vou ha 
now pretty well gone over all the items relating to the operating expenses. Yo 
might, if you wish, consider that closed. Of course you can go over all that 
again in the annual report; but I do not think you will produce any new fact 

Mr. Geary: These are just primary accounts. a acres 


oy 
. ot . 


are you doing now, for oe. in e ecuon with the grain you are 
g down to Halifax, say? Are you giving us credit on that? 
HENRY THORNTON: Oh, yes. 

Mr. Jenkins: Are you making any money on that? 

‘Sir Henry THornton: No. 

Mr. Jenxins: Are you losing money? 

_ Sir Henry THornton: Yes. 

Hon. Mr. Dunninc: May I say, Mr. Jenkins, that if you ask any railway 
jal if they are making money on any particular class of traffic, they will 
demonstrate to you that they are not. : 

ir Henry THornton: If you ask me if we make any money on the grain 
we move to Halifax I would say no, we do not. But all the gross earnings 
ch accrue on the grain go into the gross figures and are shown there. 


a s ~The Cuairman: I understand that to-morrow you do not intend to go into 
‘the detailed expenses, which you have already gone through? 


Mr. Geary: I think we should take up the balance sheet. 
Sir Henry THornton: I think that is wise. 
Mr. Canturey: Are the auditors here? 


_ Sir Henry Tuornron: Mr. Cooper is here. Touche & Company audit the 
accounts, and you will find their certificate here. It is a continuous audit. 


Hon. Mr. CuHaritn: I think Touche & Company should have someone here 
represent them. I would like to find out what they audit. 

Mr. Cooper: The Canadian National accounts are audited from the 
oronto office by Mr. Mathews. ; 

Mr. Geary: It is a continucus audit that Touche carry on? 

_ Mr. Coorrr: Yes, they have men in the office all the time. But there is 
information they can give that we cannot give you. 

‘Hon. Mr. Cuariin: I want the auditor to state what they do. 
‘Sir Henry THornton: Oh, certainly. 

~The CHAIRMAN: Will you arrange to have him here, Sir Henry? 
Sir Henry THornToNn: Oh, yes. | 


: The Committee adjourned until Thursday, April 25, 1929, at 11 o'clock. 
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"MINUTES OF PROCEEDINGS 


Room 268, Housr or Commons, 
Tuurspay, 25th April, 1929. 


( Select Standing Committee on Railways and Shipping owned, operated 
aes by the Government met at 11 a.m., Sir Eugene Fiset, the Chair- 
resided. _ “ 


Members present: Messrs. Cantley, Duff, Bunning, Geary, Gray, Hanson, 
nkins, McLean (Melfort), Milne, Power, Stevens. 


m attendance: Sir Henry Thornton, President, Canadian National Railways, 
1embers of his staff. 


Mr i): A. Matthews of Messrs. George A. Touche & Co., Chartered 
countants, auditors of the accounts of the Canadian National Railways. 


Mr R. A.C. Henry, Deputy Minister, and Major Anderson, of the Depart- 
Railways and Canals. 


ANNUAL REPORT OF CANADIAN NATIONAL RAILWAY SYSTEM 


written replies were submitted by Sir Henry Thornton to several 
sked by members at the last meeting of the Committee. 


r. Matthews of Messrs. George A. Touche & Co., Chartered Accountants, 
of this Report, was called and examined as to the auditing methods 
ed. Mr. Matthews retired. 


ommittee proceeded to the consideration of the Consolidated Balance 
ontained on pages 14 and 15. The items appearing as Assets, being 
0 727, both inclusive, were severally called and considered. 


JOHN T..DUN, 
Clerk of the Committee. 


‘the CHAIRMAN: 
mns which were asked yesterday. 


ir Henry THorRNTON: Yes. 


additional service. 
bably is not very much change. 


Junction to Montreal. 
e a tremendous amount of work. 


Hon. Mr. Stevens: 


r Henry THornton: Mr. 


ional Railways assumed office. 


MINUTES OF EVIDENCE 


ComMITTEE Room 268, 


House or Commons, 
Tuurspay, April 25, 1929. 


dining and buffet service is decreasing annually. 
217.58 and in 1927 the loss was $583,394.41. 
I should say that on the basis of these figures there 


‘he Select Standing Committee on Railways and Shipping met at 11 a.m., 
airman, Sir Eugene Fiset, presiding. 


Sir Henry, I think you have answers to certain ques- 


Mr. McLean (Melfort) asked if the loss 


In 1928 the loss was 


Do not bother about it further. 
= Bell (St; Antoine) asked how much have 
Eastern Lines cost Canada since the present management of the Canadian 
This statement includes the revenues and 
ses and net losses from 1923 to 1928, inclusive, and is as follows:— 


The increased loss is due 


Hon. Mr. Stevens asked what additional sum of money would be required 
y the deficit on the Eastern Lines if the 20 per cent reduction under the 
time Freight Rates Act were extended to the lines from Levis and Dia- - 
To get even an approximation of this sum would 


Year Revenues Expenses Net Loss 

$ cts. $ cts. $ cts. 
26,297,883 52 30,537,434 99 4,239,551 47 
24,449,496 92 26,907, 259 36 2,457,762 44 
24,074,879 01 26,117,205 05 2,042,326 04 
25,104,984 08 28,919,415 35 3,814,431 27 
26,162,744 12*) 29,989,582 86 3,826,838 74 
27,959,347 30*) 31,483,351 52 3,524,004 22 


154, 049,334 95 


173,954, 249 13 


19,904,914 18 


+ of lines west of Monk and Riviere du Loup. 


{Sir Henry W. 


NOTE. —The figures prior to year 1927 are the Atlantic Region figures, plus an arbitrary adjustment 
ear 1927 revenues include $931 809.89 and year 1928 revenues include $2,151,527.75 contributed by 


Hanson asked, what are the charges to Maintenance of Way and 
i The answer is as 


$ 6,505,697 24 
5,217,485 35 
5,215,136 48 
6,833,660 40 
6,827,581 02 
7,413,617 02 


Thornton.] 


Hon. Mr. Stevens asked what open on of ‘the dierent lasse 
ment, freight and passenger are now rented on the system, and wha 
proportions for the last four years. This is rather a difficult stateme 
Shall I just put it on the record? 


Hon. Mr. Stevens: Yes, that will be all right. 


FREIGHT EQUIPMENT 


| 
Year Freight cars 
owned foreign | 
QOD en ah ee EO RS oe a 126,399 
gt ae ROR TAO le Ge Mein AO MeN MB OSI kn 123, 573 
1 4 nd eR Re mE MAD eT Aree intt ter VAM St sci! a AEE ee Git aio 123, 996 
1) 1 ee nie NIG MR rainy ier cui e | ern sos oo ye = * 119,984 


PassENGER EQUIPMENT 


Passenger — 
Year : cars 
: owned 
DODD eect eee Fo cc BOE fT A PITRE GR COS ANSE UNG esa aC ee 3,564 
39 coaches | 
65 express. 
A Pea rrr gern er gn eats ha iete Ue Anya ie Sue oh oS 9 3,588 
1 DY acetate tun nn MEG Rene eA yee Nr Nes Cian hw 4s 3,689 
ED etree ey eM Ram nds aren ARS Cre, pms tah Oe 3,721 


Nore.—In addition, in 1928, there were a few passenger cars temporarily loaned to us a t 
ware & Hudson Company and the Great Northern Railway. we : 


Hon. Mr. Dunnine: There is one qualification to that which aris 
am correct in assuming that the unit has increased in capacity during that 
Sir Henry THornton: Yes, you always have to take into considera 
the fact that the capacity of cars is constantly increasing; that is to say, - 
cars to-day will carry more freight than 10,000 cars of twenty years ago 
Mr. Geary: What lines originally comprised what are now the 
Lines? Rees 
Mr. FarrweatHeR: The Eastern Lines comprised the Intercolonial 
way, the National Transcontinental Railway from Diamond Junction to ) 
ton, the Halifax and Southwestern Railway, the Prince Edward Island Rai 
and the Inverness Railway. 
Hon. Mr. Dunnine: Are not some of the old Canadian Northern br 
lines included? : “ saree 
Mr. FarrweaTHeR:. The Halifax and Southwestern. 
Mr. Hanson: And the St. John and Quebec Railway. 


Mr. FarrweaTHeR: That is part of the Intercolonial. 
{Sir Henry W. Thornton.] a 
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RWEATHER: No; it was part of the Canadian Northern. 
Taken over with the Canadian government lines? 
-FarrwgaTHer: “Yes, 

Geary: And government owned in that sense? 
FarrweatHer: Yes. 


‘CuarrMANn: Hon. Mr. Chaplin asked yesterday that we have one of 
wo auditors here this morning. Mr. Matthews is here, but Mr. Chaplin is 


r Henry THornton: Might it not be a good idea to send him word to 
e could manage to be here? 

Hc _ Mr. Stevens: While Mr. Hanson is out, may I ask, Sir Henry, this 
tion in regard to the question which I asked yesterday. The answer before 
ndicates this, first in regard to freight ears, that in the year 1925 freight 
owned by the system were 126,399; in the year 1928, freight cars owned by 
stem were 119,984; or a shrinkage of approximately 6,000 of freight 
wned by the system. 
Sir Henry THornton: Yes. 
Hon. Mr. Stnvens: In the same period, that is in 1925, the excess of 
eign cars on the system over the system’s cars on foreign roads was 4,700; in 
, It was 18,442. 

Sir Henry THornton: 16,000 odd. It is not very clearly typed. 

on. Mr. Stevens: I will make the correction. 16,442, or virtually an in- 
of approximately 12,000. 

Sir Henry THornton: That is right. 

on. Mr. Stevens: Sir Henry, would not that indicate that on the ques- 
1 of equipment the road was rather starving itself? 

Sir Henry THornton: It might indicate that, if there were no knowledge 
ie underlying hats. 


@ 


Sir eae ees What has happened is this. It is true that the 
number of units has decreased from 126,000 roughly to 120,000, and 
at, difference is due to retirements. Now those cars that have been retired 
seen replaced by cars of much greater carrying capacity, much greater 
ability; that is to say, you judge the freight car equivalent of a rail- 
, exclusively by the number of cars that it may have in its service but 
the character of those cars and their usefulness. On that basis, the 
mprovement in the condition of the equipment has been about twenty 
ree over that of 1925. In other words, we would say that the usefulness 


“ala 


our quipment for carrying purposes is more efficient in 1928 than it was in 


. ‘Mr. Stevens: Just a moment, Sir Henry. I must say I scarcely 
‘ou there. You do not mean to suggest that the 119,000 cars, even with 
eased capacity of the new cars which have been added in that four year 
od, I, would exceed the tonnage capacity of the 126,000? 

r Henry THorNTON: Yes I do. That is exactly what I mean. What 


‘Mr. Srevens: Just a further question right there. How many cars 
en added in that period? 
ir Henry THornton: While I am waiting for that information, may I 


to the other part of your pein, Mr. Stevens, that is to say, the 
{Sir Henry W. Thornton.] 
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increase in the use of foreign cars from 4,000 to 16,000. That is lar: 
almost entirely to be explained by the increase in business that we h. 
perienced. Now in our business, when business increases we can do one 
things, we can either buy enough cars to take care of that business wi 
the employment of foreign cars, or we can avail ourselves of the use of fore 
cars, at the usual per diem rate; or there is a third thing that we can do, 
is a little of each. Our large freight car requirements for carrying purpos 
seasonal. There is a very heavy demand which comes on us when the ere 
comes in. That demand means that we commence in June, and someti 
earlier, to distribute empty grain cars at the various stations through the e 
in order to be ready for the movement of the crop; and those cars will sta 
idle for a good many days; perhaps the average would be something like thirty | 
days. All of that means, together with the movement of the crop itself, ver 
heavy seaonal demands for equipment. It would not be economical, certain 
under present conditions, for the Canadian National Railway to equip itsel: 
by the purchase of all the cars which would be needed for such a seasonal mov 
ment, because they would not be of any use the rest of the year. Consequen 
we think it more economical to avail ourselves of the use of foreign cars 
a seasonal movement of that character. That explains partly the use of t 
-number of foreign cars which we have shown. And, secondly, the genera 
increase in the Company’s business, particularly the very large increase 
have had in the volume of the crop in the past. few years would explain th 
rest of the difference. Is that clear, Mr. Stevens? 


Hon. Mr. Stevens: Oh yes, I cannot say that I am convinced. I canno 
say that it is quite clear. - 

Sir Henry TuHornton: All that I can tell you is to tell you the truth. 

Hon. Mr. Stevens: I am not questioning that. But I do offer this sugges: 


tion, that it looks to me as a rather precarious position that you are in, ap 
depending upon foreign cars. You see you have an increase of foreign ¢ 
of about 12,000, which is a very large increase in four years in excess of yo 
cars of foreign systems. Supposing the foreign companies were to start, 
they did after the war, when the United States Government turned back t 
railways, and there was a wholesale demand for the return of cars and . 
strenuous effort made, and supposing such a move were made suddenly, as 
such moves always come, would you not find yourself in an awkward positio 


Sir Henry THornton: We have not had any trouble and do not anticip 
any trouble. I might say that even if I had at my disposal as the head of this 
railway all the capital necessary to build equipment so as to do away with the 
use of a single foreign car, I would not do it; nor would I depart from the poli 
which we are now following, and which I believe to be in the long run the most 
economical policy on the part of the company. oe 

Of course those are things which necessarily involve some knowledge of ~ 
transport and transportation problems, and I can tell you that so far as I have 
any knowledge of the business or the profession, that is my considered opinion 
Others may differ with me. ee 

Hon. Mr. Srrvens: I could not put my opinion against yours, and wou 
not presume to do so. 

Sir Henry THornton: On the contrary, I would very humbly consider % 
anything which you might suggest. ae 

Hon. Mr. Dunnine: I have the Canadian Pacific statement here, and 
adding together the classes of cars listed, which would fall within the classes 
referred to, the Canadian Pacific Railway has just over 99,000 in those classes 
of cars. That appears to be fairly comparable, having in mind the difference 


in mileage; freight and cattle cars about 90,700: conductors’ vans, 1, 
{Sir Henry W. Thornton.] 
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4 and auxiliary cars make up the balance. of the total which is 

99,000. Of course they do not give any information in the C.P.R. 

ar of the number of cars rented, so that we cannot make the com- 
ere. 

Mr. Powrr: Are there certain seasons, Sir Henry, when we have more 
our cars in the United States? 

r Henry THornton: Oh yes, it fluctuates with the seasonal movement 
ifferent kinds of traffic. Our arrangements with the American railroads 
ave been extremely agreeable. For instance, last year I anticipated a pretty 
vy crop movement and I took the question up with some of the American 
ays for seasonal assistance, and we got it. And in the same way we send 
ars over to them. 

Mr. Hanson: It balances up? 


Sir Henry Tuornton: Yes, more or less, it balances up. Just another 
ng in reference to the question which Mr. Stevens asked. Last year we 
ght 4,000 new cars and 6,700 cars are on order. In other words, we prac- 
cally have new, with what has been bought and what is under construction, 
0,700 new cars. 

Mr. Power: What is the annual wastage of cars? 

Sir Henry THornton> About 3,000 cars a year. 

Mr. Power: So that you are keeping ahead as well as you can? 

Sir Henry Tuornton: Oh yes. 


Hon. Mr. Dunnine: Last year some information was asked for about 
e old cars which the company had, and I remember the information given 
that the 40,000 cars would be eliminated in about one year from then. 
ing on that, I understand that the new cars are of not less than 80,000 
inds capacity. 
Sir Henry THornton: Yes, not less than that, and some of them more. 
- Hon. Mr. Dunnine: And some of them 100,000—and that is very 
fiportant.  —' 
Sir Henry Tuornton: As a matter of fact we have certain problems in 
nection with our equipment to be worked out. A good deal of our equip- 
when the government got possession of these railways, was a wooden 
and like all wooden cars they begin to go more or less about the same 
n Now we have been trying for the last six years to sort of massage that 
blem out of our equipment; but it has got to be done with some recognition 
he length of our purse. And that is what any private company would do; 
y would not rush in and buy a whole lot of new cars and try to solve their 
roblem all in the first year or so. It is somewhat the same problem that we 
ve had in our maintenance, in the condition of our tracks. As the earnings 
increased, and as the business has increased, as the net earnings of the 
y have permitted, we have correspondingly increased our efforts to get 
id of this obsolete equipment, and also to improve the track. Now, that will 
ybably take a period of some years to get rid of entirely, but it ought to be 
, as I say, intelligently and with caution and with some regard to the 
ces of the company. 
Mr. Hanson: That seems reasonable. 
on. Mr. Dunninc: From what Mr. Hungerford tells me apparently 
20,000 pound cars are the requirement. 


Sir Henry THornton: Yes. 
Mr. Geary: What part of your cars goes first. 


{Sir Henry W. Thornton.] 
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Mr. Huncrrrorp: 4 think all pare af the trucks go abou ul 
The wearing-out process is practically uniform. — - 
Mr. McLwan (Melfort): And the trucks would probably be 
anyway, after the body of the car has gone. 4 

Mr. Huncerrorp: There is no uniformity. 

The CHarrmMaNn: °Gentlemen, we have heard Sir Henry ‘Thornton ) 
analysis,-and it has been suggested that the operating expenses would no 
* gone into in detail. Is it your desire that we should consider the balance ¢ 0 
report now, or shall we wait until Mr. Chaplin arrives? 

Hon. Mr. Srnvens: Mr. Chaplin wili not be able to be here, oe 
we could ask Mr. Matthews a few questions. 23 


Overton A. MarrHEws rane 
The CuarrmMan: Turn to pages 14 and 15, Mr. Matthews. 


By Mr. Geary: ee 
Q. Before the evidence goes on, Mr. Chairman, I was going to a 
Matthews this; are you responsible for the form in which this certific 
appears?—A. Yes. 
Q. Is that the usual form of your firm?—A. That is our usual form ssue 
on our American Railways. 
Q. I notice it is quite different from that of the C.P.R. The CPR. 
a firm of auditors, Price, Waterhouse and Company of England. it use 
think of them as of Montreal: are they of England?—A. That is their | 
quarters. 
Q. They say that the balance sheet shows the true financial position 
the company at that date, as compared with your certificate, which says 
it exhibits a true and correct view of the affairs of the system. Is there 
significance. in the change?—A. No, Colonel Geary, except that perhaps | ( 
firm have their own style of certificate. There is little difference in the e 
of those two clauses. Ea 
Q. Is there any?—A. Will you just read Price, Waterhouse and 
pany’s again, please? 
Q. There it is, at the bottom of the page, on the right hand side 
I would say that there is no difference. 
Q. Then yours means that this balance sheet exhibits, as they. ter 
the true financial position of the company?—A. Exactly. 
Q. It just struck me that there might be a little difference. 
Mr. Hanson: They are a little extra cautious. = 
Witness: As I say, every firm of accountants, like lawyers, ha e th 
own phraseology, to say the same thing. 


Mr. Hanson: I do not think that is quite true. 


Mr. Geary: The only difference is that lawyers have to decide wh 1 
mean, when you put in a certificate. 


Witness: It is the same, practically. 


By Mr. Geary: . 

Q. While I am on this, I see that you have accepted ee investme 
starting at 701?—A. The three accounts, Mr. Geary, 701, 702, and 705. 
Q. These you accepted as of the Ist of January, 1923?__A. Ther 


other way that that could be done. For instance, included in the 
(Mr. O. A. Matthews.] 
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ral pt counts are the accumulated property investments of the 

in Government Railways, the Grand Trunk, that started seventy-five 
o. Obviously we have to make clear the point at which we start 
ent account. 


By M r, Hanson: : 
or your own protection?—-A. Yes, to know where it did start. 


By Mr. Geary: 
You take their inventory?—A. There is no other way, Mr. Geary. What 
lay would be accepted as a basis of capital expenditure, distribution as be- 
een capital and income, was not the basis of twenty-five or fifty years ago. 
w even in the twenty years I have been in this business on American rail- 
ways, there have been changes, and in Canada particularly. When we used 
audit the old Canadian Northern fifteen years ago, they were operating under 
‘basis entirely different from what the Inter-State Commerce Commission 
eribed, and while they operated on a common sense basis, it was not exactly 
ay we would base the expenditures to-day, because years bring changes 
w, changed conditions of accounting, the same as in operation, so that it 
be obviously impossible to bring the expenditure basis from 1850 up to 
on anything like a uniform basis. We therefore make our position clear. 
. Whatever they do in 1923, in their balance sheet—- —A. We start from 
but from there on we accept full responsibility for,the capital charges. 


By Mr. Hanson: 

Your point is that there has been an evolution in the science of account- 
wenty-five years?—A. Not so much in the twenty-five years. There has 
. in some of our Canadian properties not so much in the American properties, 
the Interstate Commerce Commission classification has been more 
ee than the ordinary Canadian property, because we have not had a 
and ¢ 


>. by Mr. Geary: 

Q. Do you adopt the Interstate Commerce Commission’s standard entirely? 
Well, Mr. Geary, there is one principal exception to that. We work under 
nterstate Commerce Commission’s classification for the Canadian National 
me as we do for some other American railways for which we are auditors 
the one exception of the policy of depreciation. That is a rather lengthly 
ject. If you want me to give you our ideas on that, why we fall in with the 
an National policy on the retirement basis rather than on a theoretical 
epreciation, I will tell you, but that is the main exception. 
~ Q. I would like the practical working out of it rather than the theory; I 
now it is very long?—A. It is something like religion and politics—one never 

; to the finish of it. ‘There are two schocls of thought, in the matter of 
ciation for railways particularly; one is a theoretical depreciation. That 
ut the average life, and accrues against that a certain percentage of” 
ation, on the theory that after twenty-five years a box car will cease to 
That is all very well in theory, but unfortunately matters of obsolescence 
0 forth intervene, that very often upset completely the figures that have 

up. The Canadian National have adopted as opposed to that the- 
ical depreciation— 

_ I suppose they have a mortality table?-—A. For reasonable certainty, 
bsolescence is impossible, because no one can foretell the changes which 

eri {Mr. O. A. Matthews.] 
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may take place in the types of equipment particularly. The Canadian Na 
have up to this time worked on the basis of a retirement policy that Is a 
depreciation, if you care to put it that way. One has to be very careful ii 
acceptance of any such accounting policy. For instance, if this pro 
were new, their present policy would not be acceptable. If we as auditors 
any feeling that the operating department were withholding from the acco 
the reflection of the retirements other than had or should have been made, aga 
that policy would not be acceptable. But the ground upon which we accept th 
retirement basis is this, that the Canadian National Railways as an operatin 
entity, and taking into account all the operating entities that comprise it, hav 
been in existence a great many years, therefore, there have been from the firs 
year of the System considerable retirements, and continuously so. We hay 
been in touch with this property from one end of the system to the other, as fa 
as we consider it necessary, in order to determine whether the Operating Depat 
ment were supplying the Auditing Department with figures which were a fair 
reflection of the retirements, and we have found this, as auditors as well o 
American properties, that the retirements during a period of years over a bi 
system, where you have retirements on a fairly even basis over a period of years 
your income account is in the long run as nearly correct as a great many of. 
theoretical estimates that are made. : rey 

Q. The income account?—A. The income account, because your income — 
account reflects the retirements, or the amount of depreciation provided. 
may say that opposed to that the Interstate Commerce Commission have bee 


have in mind one road which used to allow one quarter of one per cent; anoth 

road doing well might allow four per cent on their equipment and so on. Ou 
feeling on depreciation is that the Canadian National in the matter of retire- 
ment accounting, all those other things being proper, in our opinion the income 
account is fairly reflective of what the operations have been for that year with 
equal accuracy as if the information had been provided on a theoretical: bas 


By Mr. Hanson: 


Q. The sum was checked up?—A. We have access to all the operating 
records. We go right back to the superintendents’ offices, to the road-masters’ 
offices, where we think it necessary; the shops, the chief of car equipment, the 
chief of motor power; all these records are available to us for any purpose. 3 


By the Chairman: 
Q. At all times?—A. At all times. 
eo ; ee 
By Mr. Geary: 
Q. You use these to split disbursements into capital and operating? 
No. This is just on the question of retirements, because the question of re 


ments is a very important one, in that it relates itself to the depreciation ele- 
(Mr. O. A. Matthews.] 
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Bee we would not be prepared to give a certificate on the income 
ues that the depreciation had not been theoretically provided 


ie I recall ae 4,200 and some odd freight. cars ratired is year; 
138 system cars were retired in 1928?—A. I have not the figures. 

a Q. That is the figure. I am going to put a hypothetical question upon fete 
ures. Sir Henry Thornton tells us that those are largely 30,000-pound cars? 
Mr. Marrnews: 30-ton box cars. 


Hon. Mr. Stevens: Well, they would represent the cost of approximately 


Mr. Marrnews: Some of*them would run as low as $600. 

Mr. Coorrr: The average cost is about $850. 

Mr. Matruews: It depends on when they were bought. 

Hon. Mr. Stevens: They are replaced with those 120,000 pound cars, 
d they will cost what? 
Mr. Coorer: About $2,800. 

- Hon. Mr. Stevens: You retire, we will say, the 4,438 at $850, and that 
uld be the retirement sum— 

a Mattnews: Less salvage. 

. Mr. Stevens: Which amounts to approximately how much, Mr. 


Mr. Huncerrorp: Perhaps $100. 

on. Mr. Stevens: We will say, therefore, $750 is the average for the 
ment of the 4,438. These are replaced with a similar number at $2,800 
* Where do you reflect, and how do you distribute them? 

Mr. Matruews: The original sum is $850, we will say, Mr. Stevens. 


st; the $750 is charged into vour operating expenses as retirements, and 

00 or $50 is charged into your stores as the value of your scrap; the other 

gis et up as in equipment— 

Hon, Mr. Stevens: In full? 

Se aacaews: In full, because it is the present asset. The other asset 

ceased to exist as a freight car. It only has a scrap value of $100 and it 

ected in 716, Materia! and Supplies. 

Hon. Mr. Srevens: I am not criticizing; I am just asking for information. 

u consider that a fair presentation? 

r. Marrnews: Yes, sir, and there is no other way. It is not only fair 

it is the established precedent all over America on railroad accounting. 

Hon. Mr. Stevens: Except theoretical depreciation? 

Mr. Marruews: Yes, that is what I have said, Mr. Stevens. Taking it 

all, for instance, if this road were one hundred miles long and you retired 

only round house you had in one year you see the theory would not work. 

we have the largest railroad in the world here, with 22 000 miles of track, 
s I gay, taking the thing all in all for a period of years, you may have 

ee. nstances here and there where it would appear to penalize, but taking 

all, year in and year out, the result is as fair as anything that can be 


n the basis of elementary depreciation of other companies outside of 
[Mr. O. A. Matthews.] 
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Canada. I am only speaking from income, Mr. Stevens, because I a 
from our point of view, this whole question of capital expenditures hi; 
little understood. I do not know whether some of the things tha 
travelling around are indicative of the average opinion, but I heard a 
very long ago, going down to St. John, claim that all the figures th 
in the Canadian National were-sent down from Ottawa and copied in th 
in Montreal and we just signed it. I thanked him for the information and 
I was very sorry to hear that. Do not get me started on this question of 
expenditures because we will not be able to get away to-day. But nn 
question of capital expenditures I am prepared to answer any questions as 
the matter of the division between capitai account and income, in the mat 
its apportionment, or on the question of retirements, or depreciation, or anyth 
that affects that capital account. We stand behind it absolutely witho 
qualifications since the first of January, 1923, and we stand behind this In 
Account without qualifications. 
Mr. Grary: What Mr. Stevens is asking is just what you stated ee 1 
that you have come to the conclusion that the retirement basis is the pr 
basis upon which to operate this road. 
Mr. Matruews: That is.a pretty difficult aie to say, Seevne 
would seem contradictory. If on the other hand an American railroad 
using a depreciation basis we do not say to them, “ Well, now, on some of 
work we work on a retirement basis”; we weigh it up; we have to take e: 
company as we find it. 
Mr. Geary: But you believe that the retirement system is the one prope 
applicable to your company? 
Mr. Marruews: We think it is a fair one. On the other hand, i 
company decided to adopt the theoretical depreciation of the Interstate Co 
merce Commission, if the rates were reasonable we would not object, becaus 
there is no law in accounting. It is a matter of reasoned judgment and expe 
ience, and one cannot say that theoretical depreciation is right to the exclus 
of the retirement policy; no one can say to the contrary. It is a matte 
of condition, and a matter of the experience of the particular firm doing th 
work, I suppose. 
Mr. Geary: You get a turn-over cycle in a railroad of this sort to” 
with, and you would have quite a job to reclassify this account? ae 
Mr. Marruews: You mean for depreciation? 
Mr. Geary: Yes. 


Mr. MarrHews: You certainly would, and there are many argument 
against theoretical depreciation, and one is obsolescence. 

Mr. Geary: I have used that as far as I could. 

Mr. Marruews: We have all had a little experience on those questions 
We feel that the income account fairly reflects in that it BUS Hes 2b: questior 0] 
that enters into capital expenditures. 

Mr. Geary: Referring to Mr. Stevens’ question just how much was th 
big car? 

Mr. Cooper: $2,800. 

Hon. Mr. Stevens: $2,800 for the new car and $850 for the old. 

Mr. Geary: Would you state, in the language of the street, if possibl 
just where that would be reflected; take your income statement here and th 
one before us. 

Mr. Matruews : Take the question of freight trains, 316, page 2 
take a theoretical case. We have an old car valued at $850 and are subsit 


a new car valued at $2,800, with a theoretical salvage of $100. The first 
[Mr. O. A. Matthews.] : 
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count 316, that is, freight train car retirements, $750. Debit Account 
ch Balance sheet, Material and Supplies, page 14, $100. Credit Account 
e same sheet, with $850. Now, that has taken care of the property 
; and the income up to that point. Then the purchase of the new equip- 
a straight addition to 701 and a credit to 708. 

Geary: Yes, I see that. Then 701 keeps mounting does it? 


M . Marruews: Well, it keeps mounting, Mr. Geary, if the purchases 
the retirements. 

[r. Geary: Yes, that is what I mean, on the instance that you have 
S. 

Mr. Marruews: Yes, if the purchases exceed the retirements it mounts. 

F road was retiring more than it purchased the property account would go 
eee : 

Hon. Mr. Srevens: My question a moment ago was directed—and it is 

nly question in my mind—as to the fairness of this method; that is, the 

ence between the retiring of the $850 freight car, replacing it with a 

800 freight car, and crediting the assets shown with the full $850. 

Mr. Marruews: We credit the assets with $850 and debit the assets with 

00. 

Hon. Mr. Stevens: You are quite right, debit the assets with $2,800. The 

stion in my mind is whether that is fair to the system. 

Mr. Marruews: Supposing, Mr. Stevens, you were operating a railroad 

vith one freight car and this freight car was retired; you bought a new one, and 

1 submitting your balance sheet would you not expect to find in that $2,800? 

hat is the car you have got, that is the theory. 

on. Mr. Stevens: I quite understand the theory. 

Mr. MartHews: That is the fact, is it not? 

on. Mr. Stevens: But you have on the system one hundred and some 

ousand cars. You have a car which we will say this year has done a 
amount of revenue freight work, and it is an $850 car. You retire that 

nd you replace it with a car that will carry double the amount but its cost is 
_ Now, the question is whether your income from ‘the operation of a 

00 car is going to be as profitable to the company as the income from the - 
50 car? Z 

r. MattHews: It is a difference in costs— 

Mr. Srevens: You can increase your assets, but is it a true reflection 

ompany’s condition? 

MartrHews: I am afraid J cannot agree with that, sir. 

yn. Mr. Stevens: That is the question in my mind. 

Mr. Marrnews: True condition is a pretty definite statement. I think the 

condition is that the property has an asset of $2,800. _ 

Hon. Mr. Srevens: At the present time you are replacing old equipment 

ew equipment, and this applies more perhaps to the motive power than 

to the car, very expensive motive power, and if you set up a depreciation 

ount now and then I could appreciate the real soundness of the system 

t you are following. 

Mr. Matrurws: Well, Mr. Stevens, I am afraid f have set out our views. 
say that I have attended a great many meetings and gatherings in the 

States and Canada, of men who have given their lives to the question 

ilroad accounting and there are two distinct schools of thought. J am 

repared to say that one is wrong to the exclusion of the other. 


. Mr. Stevens: But you are entirely satisfied that that is the situation? 
i [Mr. O. A. Matthews.] 
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Mr. Matruews: Our opinion is that the present system is soun 
provided that the relationship of the operating department to the a coun 
department records reflect the actual retirements, or the property that sho 
be retired. But, of course, the danger in this is—and I realize it, because 
have all seen its application where properties have been allowed to run. 
for various purposes, and they have purposely deferred retirements, a: 
other times have made retirements and kept them out of the accounts. T 
of course, is not to be defended from any point of view, but as long as 
Canadian National Railways continue to make a fy representation of th 
retirements we feel that the basis is fair. 

Mr. Grary: You check that retirement up as best you can? 


Mr. Marruews: Yes, Mr. Geary, we do. The question of capital exper 
tures is a question of continuous check with us. 
Mr. Geary: May I just follow that. Assuming, as the balance sheet stand a 
that there is just the one car retired next year, $850, then there is a credit 1 
701, that is, it is decreased by $850. —— 
Mr. Marruews: Originally the $850 that was in it, so you nae nothin 
there then. ee 
Mr. Geary: Assuming you have all this, and then 716 is charged with $106 
Mr. Marruews: That is the value of the material. 
Mr. Geary: So your 701 would be decreased by 650,000— 
Mr. Marrrews: Yes, and this income account would absorb the loss. 
Mr. Hanson: What is the system followed by the Canadian Pacific Rai 
way? 
Mr. Martuews: I am afraid you will have to ask Price, Waterton ae 
that; I do not know. We can give you all the information about the Canadia 
National, but I am sorry I cannot tell you anything about the C.P.R. 
Mr. Geary: Account 701 to- ‘day, assuming the figures as of January 1 
1923, are correct, represents what is thereon the system— 
Mr. Matruews: Mr. Geary, if you take that balance sheet item by uae 
and take the statement we make at the first of January, 1923, when 
accepted what anybody else would have had to accept, a figure which co 
not be checked, every asset and liability has been audited, I think, as of Decem 
ber 31st. If you pick out any account we will tell you Ae we do it, and to wha' 
extent. The questions of securities, cash, accounts receivable and payabl 
anything at all on that balance sheet i is audited by us at the end of Decemb 
starting with the capital expenditure as of the first of January, 1923. 
_ Mr. Geary: And what you have to say about capital—I do not want yo 
to embark— 
Mr. Matruews: Do not get me doing that. 
Mr. Grary: But there is some yardstick or some rule— 
Mr. MatrHews: Decidedly. We work on the basis of the Inter-Stat 
Commerce Commission’s classification, which, whilst it is not perfect—it has it 
human weaknesses—at the same time is the product of the best accountin 
knowledge and men which they have. They have been getting together sine 
1887, or something likesthat, but the Inter-State Commerce Commission | 
really exercised real accounting control since 1907, so you might say that it ha 
been for twenty odd years and in that time it was made a subject of sot 
change, but they are contstantly getting together so that we are working 
the accepted basis of all American railroads, and whether it be right or wron: 


it is the best that is available, and it is uniform, which is perhaps more th 
[irs Os eke pare : 
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r all other railroads. The Canadian National Railways is subject 


te basis, and perhaps there would be a little better understanding 
ings if that were true all around. 


Geary: Relaying track or something of that sort? 
MatrHews: Yes. We follow the Inter-State Commerce Commission. 
ing of track is based upon the excess weight, ties are treated accord- 
eir own particular rule. For instance, the labour of taking up and 
{ down ties is all operating expense. Replacing a trestle is treated on 
e different basis than rails. It is on a retirement basis, whereas rails 
on an excess weight basis, but all on the basis which have been accepted 
\merican railroads for the same thing. It may be subject to change, and 
n it does we will have to abide by it. 
Mr. Geary: The question which occurred to me, Mr. Matthews has 
vered, that is, that his certificate while it seems a little wider than a corre- 
ding one I have read, means the same thing, and it does represent the true 
neial state of affairs at the moment. There is no reservation? 


3 Marrurmws: Except on the property. We have no reservation in that 
lance sheet with that exception. That brings up a very big question, that 
this property were revalued the complexion of this balance. sheet would 
according as the valuation differed from the books as at the first of 
lary, 1923. If at any future time there were any change in the capital 
ture—and I mean by that, capital stock structure—the relationship of 
2 advances by the Dominion government would change, but at the end of 
er, 1928, the holdings of the Dominion government, their advances and 
» were stated as being in agreement with the governments accounts, 
to certain reconciliations, and it was agreed to by the government. 
1s far as we are concerned, they are the creditors, and as long as the 
government agree to the figures shown there, we are not in a position 
hether it should be increased or decreased, but I am saying if in future 
ere should be any drastic change in the policy, those figures would 
ecordingly to those stated as of a given date. 

Geary: I notice in one of the reports of the Department under 
es” on page 15, “ Funded debt unmatured on loans from the Dominion 
' to $614,000,000; interest accrued but unpaid ”—so much. There is 
nding of interest there? 

MATTHEWS: Simple interest by the year. The increase in that 


t for the year is approximately offset by the income account for the 
count 546a. 


BARY: That is quite true, but when the government charges interest 
bove, it is at simple interest only? 

r. Marruews: Yes. I would say this: if you were my banker— 

He would compound interest by the month. 


MatrHews: —and you charged me simple interest and I get a certifi- 
ma you at the end of a month, I do not know whether you should charge 
ound interest. The fact is you certify that interest liability as being 


Geary: You do not care to offer an opinion as to whether or not the 
t should compound that? 

artHEws: No; that is entirely outside of our mission. We are not 
tion to tell the government what it should do. The government is the 
- ? (Mr. O. A. Matthews.] 
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creditor. Take for instance, account 758. It is in exactly the same po 
“Toans and Bills Payable.” The National railway owed that to the ban 
if we agreed with the bank’s certificate, we did not stop to ask whether - 
should have charged 6 per cent or 5 per cent. They say that is the liability 
owe. Very well. hes se 
Mr. Grary: I am not finding fault, but I am asking you to say whe 
in your opinion that should be compounded. 
Mr. Marruews: No. You can appreciate that that is entirely out 
the field of accounting. The accountant is not the administrator, and has no 
means by which to criticize administration. He can simply state facts as_ 
finds them, and if the figures presented to him are not, in his opinion, fair, 
will so state in his certificate. : 
Mr. Grary: In regard to these liabilities: I know it is a difficult mati 
with all these forms of outstanding securities, but with how many do you d 
Sir Henry Tuornton: There are, as | recall it, 169 different mortg. 
Those mortgages vary as to conditions, maturity, rates of interest, guaram 
and so forth, on parts of the property upon which they are hens. In some 
it will be a first lien on the property for a few hundred miles, and on the n 
few hundred miles it may become a second or third lien. It is all the result 
having taken into one system a number of private companies which w 
financed in various ways throughout a period of years. All of that we hi 
inherited, and have been trying to unravel ever since, so that it makes, I sho 
say, our financial structure far and away the most difficult to understand 
the most complicated of any commercial enterprise which exists. 
Mr. Geary: These are all submitted to your auditors? ; 
Sir Henry THornton: Oh yes. re 
Mr. Hanson: As these securities mature you issue your own in refun 
Sir Henry THorNtToN: That has been the practice. as 
Mr. Hanson: As time goes on, they will all disappear, except the per 
petual debenture stock? Are there any perpetual debentures? : 
Sir Henry THornNTON: Yes, there are some perpetual debentures. s 
Mr. Geary: $120,000,000 of Grand Trunk at 4 per cent; 5 per cent 
another $20,000,000— - zs 
Hon. Mr. Dunninc: There are some Canadian Northern. perpetuals, to 
Mr. Hanson: As I understand it, this is a continuous audit? You hav 
men in there all the time? ; 


Mr. Marrurws: Mr. Hanson, a man. We have about eight offices on - 
work, including our American offices on the American properties, and our offic 
from Vancouver right through to Montreal. ‘The work is controlled from on 
source. This is the master control of our audit work, so we do not have on 
group of men thinking one way and ancther group thinking another, because th 
questions have to be consolidated in a given way at the end of the year, 
our work is divided into two main sections. There is the detail work, what wv 
call our continuous work throughout the year. That I would divide into thr 
main headings; first, we make tests of the cash receipts and disbursements. D 
not misunderstand me. I am not making the statement that we can exa 
every cash transaction, because that would obviously be foolish, but what we 
is to make tests of the important cash transactions over the system. Now, 
addition to that we have over the last five or six years considered the accou ti 
system that the railway has adopted in their various units with a view ‘ 
ascertaining if their own internal audit system was sufficiently comple 
protect the railways against a loss, either from loose practice or from frat 

[Mr. O. “A, Matthews.] 
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on the part of anyone in the railway; and I must say that at any time 
brought up any questions of internal change, there has never been the 
difficulty in arriving at a common ground. If there are still units in the 
we have not as yet been able to reach, it is not because the National 
officials have not been willing to make any change. We work along 
nes to make tests of the larger transactions, without stated amounts, and 
work along the lines of protective measures within the railway itself. Then 
third point is the continuous audit and the distribution between Capital 
nd Income. That is continuous. 
would like also to make clear at this point that we do not hold ourselves 
nsible for the appropriations that the Government make, that is the 
meing. We look upon the government as the banker, and if at the end 
‘the year the banker says we want so much, we are content with that. But 
at we do do is this, we examine these divisions, where there are elements 
capital and income, to see if the income account is being fairly reflected. 
at is to say, if there is any unfairness in its distribution between the two, 
ould take it up. But I must say that the railways up to date have fol- 
ed a practice of accounting on capital expenditures that it is very difficult 
d much quarrel with; but it is the most important work that we do, and 
wre doing it all the time. 
Now that leads up to the final work. You see, during the year we are 
ng that constantly, all the time, at all our offices. At the end of the year, 
he thing is then to put together what we have found during the twelve months; 
cause obviously it would be impossible for us between the end of February 
the 15th or 16th March to give any certification for figures of this kind 
rhich involved something like ninety balance sheets. We have to do it during 
ie year. Now we make an audit of all the constituent balance sheets at that 
e. Next comes the consolidation of those balance sheets, with the important 
stion of the elimination of all inter-system transactions. So that you get 
picture finally of the position of the National Railway system to the public. 
is does not represent the ninety balance sheets added together by any © 
ans. They are taking all together the regions and the corporations, between 
ee and four hundred million which are taken out of this before these figures 
e. The same with the Income Account. The interest between system com- 
s and so on, is eliminated, with the exception of the separately operated 
roperties; and the reason they are not eliminated entirely is that the Inter- 
tate Commerce Commission calls for the net result of those on their own. 
at is a brief summary of what we do. Of course we take and divide up the 
ystem into regions, separately operated properties, system headquarters and 
orporate holding companies. , 
Mr. Geary: You do not check up the actual payments made in the 
tse of operations? : 
Mr. Marruews: As I said, we make tests of major cash operations, both 
eipts and disbursements, and support that with an examination into the 
ounting methods employed within the railway itself. 
Mr. Geary: But you do not check the payments to a section gang, for 
Lance? 
Mr. Marruews: Oh no. On the question of payrolls, obviously the best. 
i any auditor can do is to make certain tests. But the big feature on pay- 
to see what internal checking up the railway corporation has within 
That, after all, is far more important than a stack of detail work. I 
ember once, when I first went to Chicago, we were put on detail work 
ich took some months; then suddenly one day somebody decided to apply 
pe ee [Mr. 0. A. Matthews.] 
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had done during those months an an etch cd of a good man 
of dollars. 
We have had the fullest co-operation from the officials of the | 
Railways in anything which would better the position or tortiby. the i 
of the company. ‘ 
Mr. Powrr: Do you make tests of payments in the oonatrienne 
work? ee 


Mr. Matruews: Yes. 

Mr. Powrer: How do you do that? 

Mr. Marruews: From the vouchers and_the receipts. 

Hon. Mr. Stevens: Just one question occurs to me from your ob 
tions. The current assets, cash $18,900,000, what is that made up of? 

Mr. MarrHews: Cash in bank, practically. 

Hon. Mr. Stevens: All over the country? 

Mr. Marrnews: Yes, everywhere. But that does not agree witl 
total of the banks’ certificates. The banks’ certificates would be a great 
more than that; the difference being that the railway has drawn ec 
against those balances; so that that is the net cash position certified b 
banks concerned. - 

Mr. Geary: And cash in tills? 


Mr. MarrHews: Cash on hand; but principally that is in hand i 
working funds. 708 is principally cash in banks. 


Mr. Powrr: This may sound like a fool question. How ea you 
the cost of construction of branch lines? Are they given out principall 
contract? 


Mr. Martuews: I think Mr. Hungerford could beter, answer that. “ 
is an administrative matter. 

Sir Henry THornton: May I answer that question? Yes, they are g 
out by contract. Tenders are asked for, and almost invariably the co1 
is let to the lowest bidder. 

Mr. Geary: Your track-laying you do yourselves? 

Sir Henry TuorntTon: Yes, we do that ourselves. 


Mr. Hanson: As to the structures and bridges, have you not ch 
your policy? Years ago most of the bridges, on the Intercolonial, used 
built by tender, that is the sub-structure; but now I understand there has. 
a change of policy and you keep a bridge- -building department in each 

Sir Henry THornton: We have a bridge-building department a 
ordinary job we would do with our own forces. If it was a very large 
of work we would probably ask for tenders. 2 

Mr. Hanson: So that the minor work it is usual now to do by mt 
and the major work you ask for tenders? 

Sir Henry THorNToN: Yes. ee 

Mr. McLean (Melfort): You do it to better advantage with yo 
forces? = 
Sir Henry THornton: You have to have a force, and small work 
‘ can usually do to most advantage by them. : 

Mr. McLran (Melfort): In any work, you have to pay for 
materials, and so on, sometimes large distances; and with your staff you ¢ 
it to better advantage. 


Sir Henry THornton: Yes. 
{[Mr. O. A. Matthews.] 
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Ai do not know, gentlemen, whether you have gathered 
; ie ve said, that we construct these accounts. We do not construct 
These are constructed by the railway officials. We simply 
The initiative behind the initial idea of getting the consolidation 
ounts was entirely with the railways’ officials, and we did not 
g ‘to do with it. In the beginning, in 1928, they certainly had a 
ir hands which took a great deal of experience to put into shape. 
‘singular thing that after six years of practical application the basis 
the same to-day as it was the first year that they made this original 
lation. : 
know when these accounts were first brought together, you had your 
Northern, Grand Trunk Pacific, Grand Trunk and I-C.R., all with 
erent accounting systems, and so on. That rested entirely with the 
fiid some means by which a consolidation could be arrived at 
Ww uld give a fair reflection of those properties, all with different ideas. 
ould like to jt clear that fan you find in these Os Soaks 


P Hinson You set up the Genie ae do you not? 
Marruews: No Sir, that is perhaps a common misunderstanding. 
one by the railway officials. We audit the balance sheet. 
Hanson: Is that the function of a firm of chartered accountants? 
r. Martews: Yes, invariably. 
Hanson: Your firm set up the balance sheet of the consolidated 
mpany every vear. © 
Marrnews: Wo do that by a special arrangement; but that is not 


e of railroads. I wanted to make it clear that we do not construct 


ea: That is eee to the classification. 
| FARY: Do you check up the items to see that the items of Super- 
dence are right? 
Matruews: Our certificate says that we certify to the balance sheet, 
ofit and loss and the Income Accounts. We do not say that we certify to 
ached classification S eee oe What we do is ee we have 


endence and: so on. ie is the Deets Caen ne reflects or con- 
the position of the operation. We stand behind the primary distribution 
Income Statement, profit and loss and balance sheet, and the total of the 
erating expenses, and so on. 

feARY: You take those railway operating expenses, the total, by taking 
om which are presented to you, without checking up the primary 


eras: If it is a proper operating expense charge, we see it is 
» 501. Now the railway splits that up into various primary accounts, 
venue or operating expenses, from 1 to 400; and the total of their 
will agree with 501 or 531 in the Income statement. Just the same, 
ae on eave this Sey a to. abel up ee car miles and 
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The Cuarrman: Thank you. Is it the desire of the Corie tee to 
examining the rest of the accounts? 


Mr. Geary: I think we had better look over the balance sheet. — 


Mr. Hanson: Sir Henry outlined a form of procedure yesterday, 
think we had better follow that. 


The Cuarrman: If you want to examine the accounts further, 
have to go into the general accounts. 


Sir Henry Tuornton: You have the coneahdgeed Balance Sheet aa 
assets and liabilities, and that has been more or less discussed now. Do 
want to leave that and turn to page 16? 

Hon. Mr. Srevens: Might I ask, Mr. Chairman, what further work 
purpose doing? I only want to have an idea. 

The CuHarrMAN: Previously we examined the analysis, and then we ; 
into details of the operating accounts. Now we have decided not to exami 
detailed operating accounts; therefore there remains only the accounts 
tioned in the index, such as the profit and loss, the income statement, a 
balance sheet. : 

Mr. Geary: I think Mr. Cooper might help us. I think, Sir Henry 
might run over the balance sheet and profit and loss. 

Sir Henry THornton: Certainly, I should think perhaps if Mr. Co 
would start with the assets and read the account number and the heading 
and go on through it, then if any member has any question to ask, it ca 
interposed. Is that what you would like to do, Mr. Chairman? 

The CHAIRMAN: Yes. 

Sir Henry THorNTon: Account 701. 

Mr. Hanson: As to this first item, you agree in what Mr. Matthe 
said about the way it was made up? 

Mr. Cooper: We made it up. 

Mr. Hanson: Have you ever had a physical valuation made of 
properties of the company? 

Mr. Coorrr: No. 

Investments; 701. Investments in road and equipment, $1,942,146,252.9 

Sir Henry THornton: That would take years to have made. Some y 
ago the Inter-State Commerce Commission started on a scheme to valu 
the railway property in that country. They started that some fifteen yeé 
ago and they are still at it. 

Mr. Geary: It is the amount invested in the property of the compan: 

Sir Henry THornton: It was just a physical valuation that they ; 
to make. 

Mr. Grary: They wanted a physical examination? 

Sir Henry THornton: Yes. What they really went to find out was 
what extent, if any, the railways were over-capitalized or watered. That 
_ I think, the ‘real object of the investigation. I was merely explaining in an 


to Mr. Hanson’s question, that we have had no physical valuation of 
property, and to do so would be an almost interminable task. 


Mr. Geary: I agree with you. That does not represent the valt 
merely the book value? a 
Mr. Cooper: Book value. Take the terminal properties; in the Ci 
Montreal, there has been a tremendous appreciation in value. ae 


Mr. Gnary: Say ten years ago, the same property bought in 1914, phy 
would be much more valuable to-day, less depreciation than it would be t 
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P ie is both depreciation and. appreciation at work in the 
of the system. Just what the present day valuation would be as 
th the book cost is something which can only be ascertained by an 


Geary: The same with the book cost? 

‘ir. Cooper: The same with the book cost. The book cost goes back over 
story of the present companies and their predecessor companies, away 
o the beginning of railroad history in Canada, in 1832 I think it was. 

r. Geary: Anyway, since 1923 as worked out by Mr. Matthews, this 


: Mr. “Cooper: From 1923. 


Mr. McLean (Melfort): On the question of the original cost, can you 
yuild your branch lines to-day for the same cost as you have charged against 
he original construction, taking steel and ties into consideration, but allowing 
he difference in the weight of steel? 


Mr. Cooper: I do not know what the original costs were. 


Sir Henry THornton: In a general way, construction costs more to-day 
it did forty years ago. 

Mr. McLean (Melfort)< I said, allowing for the difference in the weight 
steel. 

Sir Henry THornton: That is a pretty hard question to answer. Per- 
haps the best line on that is to be had from some figures I saw a year ago that 
uord Brassey had. He was a large railway contractor; he worked all over the 
d, and a great deal in Canada. It developed very curiously that there had 
been much difference in the cost of railway construction outside of property 
2s in the last thirty or forty years, for the simple reason that some thirty 
orty years ago much more railway construction work was done by ‘manual 
abour, because labour was cheaper, than by labour-saving devices. As the 
cost, of abour increased it forced the contractors to economize by devising 
and purchasing labour-saving machinery, and the two tended to balance, so 
‘there has not been a great deal of difference outside the values of property. 
should say that, as far as our branch line work is concerned, where the work 
light and the grading is light, for instance on the prairies, the cost of con- 
uction to-day would be greater than it was thirty years ago. 


Mr. McLean (Melfort); On account of the increased cost of steel and 
9 


Sir Henry THornton: Probably that, and light work, not involving heavy 

Mr. Coorer: I may say on the question of the Interstate Commerce Com- 

sion proceedings that they adopted the 1914 scale of prices as being repre- 

sentative of costs prior to that date. 

‘Hon. Mr. Dunnine: Of costs prior #0 that date? 

“Mr. Coorrr: Yes, sir. They said that the 1914 scale of prices was a pretty 

d yardstick to measure construction costs back to the beginning. ; 

fr. Geary: Practically the curve of costs away back; up to 1913, just 

; re the War and then they went up like mad fo 1921 or 1922, but they have 
med down a little lately. 

_ Mr. Hanson: You are not yet back to pre-war costs? 

‘Sir Henry Tuornton: No. And there are certain forms of railway con- 

ion performed to-day which could not have been performed thirty or 

years ago, particularly sub-aqueous work. 
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Hon. Mr. Dunnine: The difference is marked on the bas 
guarantees by the provincial government. Before the War $15,000 
the Prairies was supposed to cover the initial expense, whereas to 
Branch lines are costing up to thirty thousand dollars a mile on th 

Sir Henry TuHornton: Yes. a oe 

Mr. Hanson: I am surprised at the statement of Sir Henry 
relative cost of construction. : eee. 

Sir Henry Tuornron: I am not speaking of light prairie work. 
speaking of what would be called ordinarily heavy construction work. 

Mr. Gnary: The St. Clair tunnel was built thirty or forty years ago, anc 
is going yet very well. Eo 

Sir Henry Tuornton: Yes, but I would hesitate to say whether it co 
be built cheaper to-day or not. . ane 

Mr. Cooper: The next is No. 702, Improvements on Leased Rai 
Property. ee 

Mr. Grary: Is that perpetually leased? = 

Mr.eCoorrr: Most of them are for 999 years. 

Mr. Gmary: So that it is yours, it belongs to you? 

Mr. Coorrr: Yes, in that way. : sede 

Mr. Hanson: On No. 703, the next item, has the railway set up a 
tinet line of policy with respect to sinking fund requirements, and if so 
that cover all? : a 

- Mr. Coorrr: The sinking funds which we have to-day. are in accordar 
with the particular deeds of trust, which call for a sinking fund arrangemel 

Mr. Hanson: Some may and some may not call? : 


Mr. Cooprr: Our present issues are not sinking fund except as to 
ment. ie 


Mr. Hanson: Has the management given consideration to this questi 
of debt retirement at all; you say your major issues now are not sinking fu 
except on equipment? Se 

Sir Henry THornton: That should be answered in this way: for the 
four years the administration of the Railways has been making an exa 
tion, an investigation and a study of the financial position of the Ra 
with respect to capital account. That involves a great deal of work, bec 
many of the old records in the old constituent companies were not in vé 
satisfactory shape, and it took a long time to develop the facts, and as 
result, although there has been developed a plan which will eventually | 
presented to the Government with a view to a reconstruction of the financial 
position— : ae 

Mr. Hanson: That is, in respect of the whole capital structure. I 
referring particularly to your funded debt. 

Sir Henry Tuornton: Well, of cOurse that necessarily involves the funde 
debt. It involves dealing with the funded debt, because all the items of # 
funded debt will have to be dealt with. ee 


Mr. Hanson: You could_not interfere with the funded debt in the 1 
of the public? ; Het 


Str Henry Tuornton: No, but as these various securities in the han 
the public become due, they are refinanced according to the circumstance: 


Mr. Geary: I think Mr. Hanson means that this funded debt 
hands of the public is not being provided for at the moment. 


R WAY. § AND IEPING eo 97 


y THORNTON: ba cannot do anything with it. : 
ISON: You can re course, on your refunding oe, 


I ANSON: Ey si are Pdoind that every year? 
Te eENRY THORNTON: We are doing that all the time. 


is nN: Why? 
+ Henry THornton: Because you cannot. Let us say that a certain issue 
hundred million dollars becomes due this year, we cannot pay that off. 
Mir. Hanson: You must refund it. We are at cross purposes for the 
nent. In your operations for the refunding bonds that go out to take care 
at one hundred million dollars, should you not as a prudent railway execu- 
e make provision for the retirement of that during the life of that particular 
nd issue? Any industrial or other corporation would have to do that, but 
urs 1S a government organization. 

‘Sir Henry THornton: All these things have been studied and taken care 
n the proposed reconstruction of the Company’s financial affairs. 
Hanson: When are we going to get that plan? 
Sir Henry Tuornton: I will have to refer you to the Minister. 
Hon. Mr. Dunnine: There is this point in connection with the scheme 
erally, Mr. Hanson, that many of the constituent companies issuing securities 
past issued many more bonds without sinking fund provisions than with 
oi mean it was not a fixed principle in railway. financing to issue ae 


companies that the method has been more or less eae just what 
ngencies of the occasion might require. 


‘Henry THornton: Some one hundred and sixty-two issues. 


‘Hon. Mr. Dunninc: I have in mind the C.P.R., which ig regarded as pretty 
inanced, their perpetual investments, for instance. 


They are issued in the form of capital, instead of paying 


ir. Dunninc: In regard to the matter of financial reconstruction, it is 
d to say anything for publication just now, but it is public property 
is an application now on behalf of the Junior Grand Trunk Stock- 
~The matter of policy in relation to granting or refusing is before the 
n ent, and without my elaborating’/it, you will understand what the effect 
c be upon any financial reconstruction. I may say both for the Govern- 
anc the Canadian National that we desire at the earliest moment to get 
financial structure put into shape. In connection with the property, as 

attach very great importance to the capital structure it is to have, 
) give the greatest possible incentive to the management to have a favour- 
lowing instead of having a lot of paper indebtedness which cannot be 


oe T hat a one side of the picture. You know there is a very 
argument against that. 
Mr. Dunnine: It is arguable. The Government is convinced 


; good business. The very confusion which exists in these accounts 
as 2 
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provides one very strong argument indeed for straightening the. 
As to any arguments against it, I will be glad to listen to them; I do 
what they are. 


Sir Henry Tuornton: I should not want to embark upon any di 
in respect of any revision of the financial structure until the whole 
could be placed before those who are interested. 


Mr. Hanson: I am not seeking to go into that. 


Sir Henry THornton: All I can say is that it would be nip eontAbh 
would give a wrong impression on certain matters. 


Mr. Hanson: I hope you will keep in mind that any reorganization, ai 
particularly any writing off by the Government is going to bring upon yo 
heads demands for reduced transportation. 


Sir Henry THornton: I doubt whether we will ever be able to 
that, no matter what happens. 


Mr. Geary: It might perhaps mean a show of strength. ” 
Mr. Hanson: I will not go any farther with it. 


Hon. Mr. Dunnine: I would like to point out that if our ireigh 
structure to-day were based upon the balance sheet necessities of the Canadi: 
National, our freight rates would be very much higher than they are; in oth 
words, we can readjust this capital structure a long way before we can bring 
within range of our present freight charges. 


Sir Henry THornton: In some respects our poverty is an asset. 
Mr. Hanson: A safeguard. ‘ 
Mr. Guary: The four per cent you spoke of is the one that is in arbitrati 


Hon. Mr. Dunnine: That would not apply to the four per cent. I 
speaking of the Grand Trunk One, Two and Three per cent and Preference, n 
shareholders. These are the people applying for a fiat to sue. The four p 
cent is not in question at all. 


Mr. Gary: I thought you said four per cent. 
Hon. Mr. Dunnine: No, the one, two and three and Preference an 
Ordinary. ae 
: ane Cooper: The next is No. 704, Deposits in lieu of Mortgaged Proper 
old. 


Mr. Hanson: What does that mean? 

Mr. Coorer: Under the common trust, when there is a sale we must ie 
the proceeds with a trustee. ~ 

-Mr. Hanson: A very awkward situation to deal with at times. 


Mr. Coorrr: Account 705, Miscellaneous Physical Property. —_ 
Investments in Affiliated Companies. 


Mr. Hanson: Generally speaking, what would be the Bess of : 
Other Investments? 


Mr. Cooprr: Account 707, Other Investments, that would be investm 
in non-allied companies. It also includes considerable Dominion Gover 
bonds held by our subsidiary companies for various purposes. 


Hon. Mr. Dunnine: I wish it were bigger, Mr. Hanson. 


Mr. Hanson: Yes, if they are good. Investments in outside hotel p 
ties. I doubt if that satisfies them. 


Sir Henry THornton: They are never satisfied. 
Mr. Cope Account 708, Cae ee Flak Shoe De 
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JoopmR: Lands, real estate, and all property. 
PARY: That is cost price? ‘ 3 
Coorgr: At cost price, yes. Account 712, Loans and Bills Receivable. 
M Hanson: “Special deposits.” Those are principal payments, are they? 
Mr. Cooprr: That is the proceeds of bond issues sold on deposit and waiting 
on the authority of the Minister of Finance. Account 713, Traffic and 
rvice Ballances Receivable. Account 714, Net Balances Receivable from 
gents and Conductors. Account 715, Miscellaneous Acounts Reeeivable. 
Dominion Government—Operating Deficit-on Eastern Lines. Account 716, 
al and Supplies. 
Mr. Hanson: Is that a fairly constant figure, or is it constantly mounting? 
Mr. Coopzr: Which? 
Mr. Hanson: The last one, 716. 
Mr. Cooper: There was a decrease during the year of $823,000. 
Mr. Hanson: I suppose it is pretty hard to keep it down? 
- Sir Henry THornton: Of course, that is a thing that every railroad is 
constantly hammering at, and our effort is to reduce it to the irreducible 
m oa It is something, no matter how small it is, we should now be satisfied 
with. 
Mr. Grary: It is working capital in a way. 
. Coorrr: It is working capital. 
Mr. Hanson: It is current assets. 
[r. Cooper: It is considered working capital. 
. Geary: It is an amount of money that is locked up. 


Mr. McLean (Melfort): The size of that would depend a great deal on 
ght conditions? 
Sir Henry Tuornton: And construction work that is going on. 
‘Mr. Coover: Account 717, Interest and Dividends Receivable. Account 
8, Rents Receivable. Account 719, Other Current Assets. Deferred Assets: 
ecount 720, Working Fund Advances. 
Mr. Hanson: Perhaps we might have some little explanation of the whole 
bject of deferred assets. I am not an accountant; I am not a railway man, so 
must confess to a certain degree of ignorance. 
_ Mr, Coormr: Current assets are those which are immediately collectable or 
alizable. 
Mr. Hanson: Principal payments. 
‘Mr. Cooper: Principal Payments would be an unadjusted debit. Anything 
which is not collectable within two years of the date of the balance sheet is 
66 sidered deferred. Account 721, Insurance and Other Funds. 
Mr. Hanson: Do you carry your own insurance? 
Sir Henry THornton: Yes. 
‘Mr. Hanson: You build up the fund for it. 
ir Henry Tuornton: We have been building up that fund since 1923. 
. fund now amounts to, I think, about $11,000,000, does it not? 

Mr. Cooper: Including the Merchant Marine, yes. 
Henry THornton: Of which $9,000,000 is for railway insurance pur- 
and the remaining two million some odd thousand is for government 
‘insurance. So that the total insurance fund surplus of the National 
ys and the Government Merchant Marine amounts to— 


Mr. Cooper: $12,500,000. 
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Sir Henry Tuornton: That is invested in Dominion bonds | 
first class securities, and is kept separate. I might say for your info 
that the income now from the insurance fund a little more than off. 
annual losses from fire. — oy 

Hon. Mr. Dunning: And the fund has been built up entirely si 

Sir Henry THornton: Yes. 5 ; eS 

Mr. McLean (Melfort): You do not need then to make appropri 
for it? co ee 


Sir Henry Tuornton: I should think the policy ought to be to cont 


to make appropriations for the benefit of the fund until it reaches $15,000 
or so. a Sree 


Mr. Hanson: That would be the safety point. 

Sir Henry Tuornton: That is a sound policy to pursue. 

Mr. Geary: What were the losses last year? 3 

Sir Henry THornton: The marine losses last year were $482,000. 
had some bad luck. The Canadian Explorer was damaged by heavy weath 
and there was a collision between the Canadian Explorer and a steamer 
River Scheldt in Holland. The Canadian Mariner, on a voyage from An 


to Quebec, was damaged, and the Canadian Constructor was damaged by hea 
weather. 


Mr. Hanson: We can go into those when we go into the Merchant Ma 


Mr. McLuan (Melfort): Is it correct to say that you do not pay out : 
insurance premiums at all, I mean outside of your own organization? ; 


Sir Henry THornton: No. We do all our own insurance. 
Mr. Hanson: You have your officials bonded? 


Mr. McLean (Melfort): I do not mean liability as to your men, but 
ance as to your physical property? 


Sir Henry THornton: Yes. 
Mr. Geary: Are you included in any workmen’s compensations? — 
Sir Henry THornton: I should say we are. : 
Mr. Geary: How much does that cost? 

Sir Henry Tuornton: We will get that for you. 

Mr. Mine: Does this insurance take care of the cargoes too? : 
Sir Henry THornron: Oh, yes, anything for which we are responsible. — 
Mr. Mitne:. Are you responsible for the whole amount that you e 
Sir Henry THornton: I do not know; I think we are. 


Mr. Cooper: Account 722, Other Deferred Assets. Unadjusted Deb 


Account 723, Rents and Insurance Premiums Paid in Advance. Account 72 
Discount on Capital Stock. ae 


Mr. Hanson: Is that an old item carried forward? ee 


Mr. Cooper: Yes. It is the discounts with some of the subsidiary 
panies which are not held within the system. = 


Mr. Hanson: And you have not been able to write it off? 


Mr. Cooper: Discount of Capital Stock, like the stock itself, is a perma 
item on the balance sheet. Account 725, Discount on Funded Debts, whi 
the next item, is amortized over the life of the security. Account 727, 
Unadjusted Debits. ae. 


Mr. Hanson: That seems to be a good place to stop. = 
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The Committee adjourned until Friday, April 26, at 11.00 am. : 


_ SELECT STANDING COMMITTEE 


4 


ON 


WITNESSES: 


ry WwW. Thornton, K.B.E., President, Canadian National Railways. 


C. Vaughan, Vice-President, Purchasing and Stores Department, 
_ Canadian National Railways. 


H. Cooper, General Auditor, Canadian National Railways. 


OTTAWA 
F. A. ACLAND 
PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1929 


MINUTES OF PROCEEDINGS 


ee Room 268, Hovsrt or Commons, 
aoe Frinay, April 26, 1929. 


lect Standing Committee on Railways and Shipping owned, operated 

mtrolled by the Government met at 11 a.m. Sir Eugene Fiset, the Chair- 
esided. 

pe 


fembers present: Messrs. Bell (St. Antoine), Cantley, Dunning, Geary, 
Jelliff, Jenkins, McLean (Melfort), Milne, Stevens. 


tendance: Sir Henry Thornton, President, Canadian National Rail- 
, with members of his staff; also Mr. R. A. C. Henry, Deputy Minister, 
or Anderson, of the Department of Railways and Canals. 


fenry Thornton supplied an answer to a question asked at the last 
of the Committee. 


F C. Vaughan, Vice-President, Purchasing and Stores Department, 
National Railways, was heard respecting purchase of materials and 
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ommittee resumed consideration of the Consolidated Balance Sheet. 
ties, as indicated on page 15 of the Report, being items 751 to 784, 
e, were severally called, and discussion took place. 


1 p.m., the Committee adjourned until Tuesday, 30th April, at 11 a.m. 


JOHN T. DUN, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


ComMiTTEE Room 268, 
House or Commons, 
Fripay, April 26, 1929. — 


Bey may : : 
The Select Standing Committee on Railways and Shipping met at 11 a.m., 
irman, Sir Eugene Fiset, presiding. 


on. Mr. Stevens: Mr. Chairman, I want to ask for one correction. On 

hole, I think the reporters are doing very well, but on page 17 there is a 

shown in the third last line, the line reading as follows: “I find there is 

. item of $40,000 borrowed from the bank.” The figure of “$40,000” should be 

40,000,000”. 

The CHairMan: Have you any replies to questions, Sir Henry? 

_ Sir Henry THornton: Mr. McLean (Melfort) asked the amount of 

comp nsation paid during the year 1928 on account #f injuries to employees. 
ompensation charged into accounts 274, 332, and 420 in 1928 on account of 
uries to employees, including fatal accidents, amounted to $1,572,658.55. 

fon. Mr. Stevens: Was that about normal? 

r. Cooper: Yes, I would say that that is a fair average. 

‘The Cuamman: Mr. Vaughan, the vice-president in charge of Purchases, 

ere this morning, but is compelled to leave. If there are any questions that 

of you would like to ask of him, perhaps it would be well to do so now. 

ir Henry THornton: I think, gentlemen, if there are any particular 

stions you wanted to ask in regard to the purchase of materials and supplies, 

‘ou would be kind enough to ask these questions of Mr. Vaughan now, it 

enable him to keep some important engagements which he has for next 


‘Mr. Cantiey: He might give us a statement in regard to the coal supply 
he railways, and where it is acquired. 

Mr. VaueuHan: Do you want me to go into it generally? I could start 
ith the Atlanti¢ region and go to the Pacific coast. It would probably take 
or fifteen minutes. 

. CantLEY: Give it to us briefly. 

r. VAUGHAN: On our Portland division we use coal that comes from West 
by barge, and also some ballast coal which comes from the old country. 
sels come up light to Portland, and carry some coal as ballast which we 
We also take coal from the British Empire Steel Company at Portland 
n they have it to offer. The coal we use in the maritime provinces we take 
the mines down there. Our coal purchases are based upon the distance 
‘coal has to be hauled to the point of consumption. We bring up the St. 
yrence river probably 800,000 tons of coal— 

Sir Henry THornton: Where does it come from? ' 

Ir. VAUGHAN: From the maritimes, Sir Henry—and that coal is discharged 
evis and Montreal. Altogether we use probably 1,500,000 tons of Nova 
coal. Last/year the Nova Scotia coal was used as far west as Ottawa and 
alg sea 

the Central region, between those points and Port Arthur, we use coal 
the United States. : 

Cantipy: So far as the eastern coal is concerned, does it fill your 
nts within that district? 


Mr. VaueHan: It fills our entire requirements, except for 
that we may buy in special sizes for use on our fast passenger 
6,000 type engine. We have taken nearly all the ‘coal they can 
not think they have had any complaints about the quantity of ¢ 
taken from them. 

We have our own mines operating in Ohio. They were shut down by 
difficulties for two or three years, but we are operating them now, and tl 
we will get about 1,750,000 tons of coal from them. We do not bring 
of Toronto, so it does not interfere with the use of Nova Scotia coal. — 

We also move considerable coal to points on the Georgian Bay, Fort 
Port Arthur and Duluth. ;: <— 

We take about 1,500,000 tons of Alberta coal which comes east as’ 
Winnipeg, and we buy about 75,000 tons on Vancouver Island, which is br 
across by car ferry or barges for use in British Columbia. Altogether ve 
about 6,000,000 tons of coal per year, of which about 1,000,000 tons is” 
the United States Lines, and the balance used in Canada, and of tha 
3,000,000 tons is Canadian coal and 2 ,000,000 comes from the United Stat 

Mr. Cantitey: Thank you. My object in asking the question 
to find fault, but rather to get on record the facts as to the genesis of 
used on the system. So far as I am concerned I would like it definitely 1 un 
stood that I am thoroughly satisfied so far as the use of eastern coal is concer 

Mr. Jevuirr: Are tenders generally asked for in the purchase of 

Sir Henry THornton: Yes. I may say that all our purchases 
tender, although sometimes the tenders are unsatisfactory, and then’ there 
be further negotiations with the tenderers. 

Mr. McLean (Melfort): Is the lower cost shown in the price of coal 
partly to the fact that you are operating your own mines? 

Mr. Vauauan: I do not think so. We only started our own mine 
July of last year. The general price of coal in the United States last y 
lower. = 

Mr. Grary: How many people would tender on a contract? 

Mr. VaucHan: On our American coal, perhaps somewhere from 50 © 
tenderers. : 

Mr. Cantiey: What about the eastern coal? 

Mr. VaucHan: Well, everybody who has a mine down there. They all 

Mr. Geary: No difficulty in getting tenders? Does it take much ti 

Mr. VaucHaANn: It takes a good deal of time because tenders are 

unsatisfactory, and it then becomes a matter of negotiation. That applie 
other things, such as ties as. well. We advertise for tenders on ties, but 
very seldom that we get tenders at a price which we will aoceRis and i 
down to a question of negotiation. 

Mr. Geary: But you invariably begin your purchases of coal by 
for tenders? 

Mr. VaucHan: Yes, always. And the lowest tenderer is always gi 
first consideration. : es 

Mr. McLran (Melfort): How much of British Columbia is cover 
your oil burners? _— ; — 

Mr. VaucHan: From Jasper to Prince Rupert, and Jasper to K: 
We use coal from Kamloops to Vancouver. The oil is brought up i 
from California. 

Mr. Cantupy: Have you considered anything i in Ts v 
on your engines: of powdered fuel? 
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ERFORD: We have just started a new power plant at Montreal 
red eae coal. We have done nothing as yet with regard to its 


cLEAN AMevfort\: Do you use oil chiefly for fire protection in 


VaucHan: . It is primarily for fire protection, but oil out there is 
Our British Columbia ces most expensive coal we 


uld eliminate a great deal of ay hab and ae pea f 

ENRY TuHornton: ‘That is true.. I do not know just what the state 

rt is with respect to the use of powdered coal. Mr. Hungerford is try- 

out at one of the power plants, and I suppose if the result of that is 

ry, we will consider extending the experiment. 

VaucHan: ‘Some of the United States roads are experimenting with 

and we thought we would wait and see the result of their experience. 

CantiEy: That means that you will be some years behind them. 

velopments are being-made in the old country in that direction; no 

t about that. That is the way fuel will be largely used in the future, ‘and 
a great advantage on the railways, as you will get rid of practically all 

sh, a great deal of the dust, and practically all the clinkers. 

Mr. Henry: It costs about $10,000 a locomotive to equip them. They 

ave to save a ton of coal per day. 

Cantiry: It is being simplified all the time. It is well worth your 

tigation, in my judgment. 

Sir Henry THornton: Thank you for the suggestion, Colonel. We will 


CLEAN as elfort): Have there been many changes in the tie business 


M VAUGHAN: No, the price of ties has remained very much the same. 
/ cLEAN ( Miclior ): You have no trouble in getting an ample supply 


Mr. Vavonay: No. Our only trouble is on the prairies. We take all the 


can get in Saskatchewan, but we have to bring ties into the prairie 
es from Ontario in the east and from British Columbia and Alberta 


SANTLEY: The SS ivice af ties in eastern Nova Scotia is the refuge 
estitute. They go into that only as a last resource. 
XHARY: Does your department buy all supplies for every department 


Ss: Yes, we do. There is only one item we do not handle, 

is commissary supplies for the dining cars. We handle all the supplies 
he edibles, such as furniture, linens, crockery, carpets and so forth. 

Edib ive to be picked up in a hurry on the road; that is left to the general 

manager of the dining car department. 

: Gpary: You buy everything from a locomotive to a water pail? 

r. VaucHan: Everything from a locomotive to a pin.. Our purchases run 

000,000 to $140,000,000 per year. 
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Sir Henry THornton: All the purchases are concentrated 
chasing department. he 


Sir Henry THorntron: If you did not do that, you would hav 
of little purchasing agents growing up all over the railway, and eventual 
would develop a chaotic condition. We have found it more satisfact 
restrict the purchasing to one department. : os 


Mr. McLean (Melfort): You purchase all supplies in collaboratio 
the officers of each department? 


Mr. VaucHan: Yes. If we decide to buy twenty locomotives, for insta 
Mr. Hungerford’s department will prepare specifications for those locomotiv 
and they will be passed on to me together with the authority from the Presic 
to purchase, and I do all that is necessary after that. 

Sir Henry TuHornton: The purchasing department and the departme 
in which the material is to be used are always in close consultation in ord 
that the purchasing department may secure the article best. suited to the n 
of the department, haying regard to prices and conditions. ; oe 

Mr. McLean (Melfort): If the price is not satisfactory to the department 
which will use the material— ae a 

Sir Henry THornron: The price is a matter which rests entirely 
the purchasing department, although even there, there are consultations. — 

Hon. Mr. Dunnine: You purchase all the stationery requirements 
office supplies? : S 

Mr. Vaucuan: Yes, we do, Mr. Dunning. : - 

Mr. Geary: I have-in mind the discussion we had yesterday. I d 
think it is a party matter as I am sure that we are all anxious to get 
best solution of the difficulties. J was wondering what the experience o 
road was as regards isolated departmental buying. 

Sir Henry THornton: That seems to be the practice of every railroac 
which I know. It is our practice. You may say that it involves a ec 
amount of rigidity, and perhaps dilatory action or delay in the purchas 
supplies, but that has been reduced to a minimum. Against that is always I 
danger of extravagances which develop if departments undertake to buy f 
their own needs. You would find one department bidding against another a 
generally speaking, in railway practice, it has been found more economical 
restrict all purchases to the purchasing department. 

Mr. Geary: You get a wider view of the market? 

Sir Henry THorNtTon: Yes. - 

Mr. Cantiey: Your practice is similar to that of the Canadian Pacifi 

Sir Henry THornton: I do not know what their practice is, but I wot 
assume so. 

Mr. VaucHAN: The contracts for very large purchases are made in Mon 
real. We have regional purchasing agents who purchase against those contract 
and they purchase material running into smaller amounts. 

Hon. Mr. Dunnine: They have certain discretionary powers? 

Mr. VaucHan: They have discretionary power, yes, but copies of all 
orders come to our office in Montreal and are checked as to price. 

' Mr. Geary: What sort of stuff do they buy? ; 

Mr. VaucHan: Well, paints—there are 40,000 different items we 
T would say that the majority of them are left with them. Their jurisdiction 
restricted to about $2,000 in any individual item. Over that they get aut ri 
to buy. : 
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AUGHAN: en copies of all ee come to Montreal and are checked. 
advised by Montreal of any changes in the market conditions in regard 


1 classes of commodities. 
he CHAIRMAN: We were at page 15, item 751. 


r. Cooppr: Account 751, “Capital Stock.” The make-up of that state- 
detailed on pages 34 and 35 in the printed report, “held by the govern- 
t and others, $270,000,000.” 


Hon. Mr. Dunnine: I suppose you cannot guarantee that everything is 
ut only what has up to now been discovered. 


r. Coorrr: I think we know what stock we have. 

Hon. Mr. Dunnine: I had in mind that little road south of London which 
iscovered last year. 
Mr. Cooper: That was not a system company, Mr. Dunning. 


Hon. Mr. Dunning: I imagine there may be one or two others buried in 
records of the old Grand Trunk, but they would not amount to very much. 
Mr. Cooper: They are not active companies. 

Hon. Mr. Stevens: There is none of that held by the public? 

Mr. Coorrr: The first item on page 34, $165,627,738, and the first item in 
‘anadian Northern group, $100,000,600, held by the government; the other 
mall stocks are set out as held by the public. They are not stocks of the 
‘anadian National Railway company; they are stocks of companies included in 
e system—stocks held by the minority shareholders. 


Hon. Mr. DUNNING: That t paid $10,000, of stock of the Canadian Northern 


ilway Eich the Se itis did not pay for; an was stock which was declared 
) value. 
. Geary: It was the four classes of stock, three preferred and one 


Mr. Cooper: Yes: sir. 

el Geary: Then these other small holdings, do they bring a return to the 
der in any case? 

Mr. Cooper: No, in no case do we pay a dividend on any of our constituent 
nies’ outstanding stock. 2. 

Mr. ‘Geary: There is no advantage in getting that stock in, I suppose? - 
Mr. Cooprr: It would help to clean up the situation if we did have them. 
Mr. Geary: They are holding out on you, are they? 

Mr. Coorer: No, most of them I think have been lost. I think it would 
sry difficult to find out who the holders of them are, in a great many cases. 
Mr. Geary: For instance, the belt line railway, it is hard to find the road 
let alone the stock. 

Mr. McLean (Melfort): It is not paying dividends, then? © 

Mr. Geary: That would be, as you say, probably lost. 

{r. Cooper: It probably.was, yes. 

Geary: Just as a matter of interest, how did that get into the Canadian 
al Railway? The Grand Trunk owned it, did it not? 


Coorrr: The Grank Trunk owned the majority of the stock of that 
and it would come into the system when the Grand Trunk was brought 
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into the system. But so long as there i is a certain ate A pa 
stock outstanding on the records of the company, we are compelled 
it in our balance sheet. eos 
Mi. Geary: The Canadian National Railways were origina 
continental? 
Mr. Coorer: No, sir, the Canadian National Railway compat 
suecessor by amalgamation to the Grand Trunk Railway Cempiea 
purely. 
Mr. Geary: So that these are all Grand Trunk holdings, really? 
Mr. Cooper: Under the heading of Canadian National Railways. 
system includes the Canadian Northern, the Grand Trunk Pacific and v 1 
dian Government Railway. 
Hon. Mr. Srevens: Can you indicate what is held by other 


government? 
Mr. Cooprr: It is the difference between $265,000,000 and $27 000 
approximately $5,000,000 in par value. a 


Mr. Geary: Practically all the items except the two you haves n 
Mr. Coorrr: That is what accounts for the difference, all exept 

big items which I have mentioned. 
Hon. Mr. Srevens: The $165,000,000 and the $100,000,000? — 
Mr. Cooper: Yes. 
Hon. Mr. Stevens: And all the other is held by private individu 
Mr. Cooper: That is correct, Mr. Stevens. 
Hon. Mr. Stevens: Who holds this $3,849,000 of the Canadian - 
Quebec Railway Company? : 
Mr. Coormr: We have a foot note against that at the end of page 
$5,144,600 Canadian Northern Quebec stock is held by the N: 
Consolidated Holding Company. The Canadian Northern Railwa 
44,467 shares in that Company out of a total issue of 61,815. 
purpose of this statement the Holding Company is ignored and t 


portion of the Canadian Northern Quebec Stock thus owned ~ 
Canadian Northern Railway is shown as held by the latter Com 


So that this amount of $3,849,000 is owned by the Northern Consolidate 
ing Company. Who the shareholders of that company are, I do not 
Hon. Mr. Dunning: But the $3,800,000 is what is held by the 
the Canadian Northern Quebec, outside of the holding company alte 
Mr. Geary: That is the proportion of the five millions that is repr 
by the forty-four thousand out of the sixty-one thousand? . 

Hon. Mr. Srevens: That virtually belongs to the Canadian Nat 
then? 

Mr. Coorrer: No, it is the proportion of the Canadian Nowbee 
stock which belongs to 'the minority holders of the Northern Consolid 
ing company. 

Hon. Mr. Stevens: That is, you own 44/61sts of the nine i 

Mr. Coorrer: Yes. - 

Hon. Mr. Stevens: You have got it deeereed. I am-afraid. - This 
represents what the Canadian National own, if ‘the Holding cba 
were distributed? 

Mr. Geary: That is, as 44,000 is to 61,000 I think. ‘ 

Hon. Mr. Srevens: Yes, you have got it reversed, I ge thi 
holding company holds $5, 144 ‘000 worth of stock. : 
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BNRY TuHorNnTon: Forty-four sixty-firsts is a little over seventy per 
eventy per cent of $5,144,000 is roughly $3,800,000. 


ir. Dunnine: Is not the explanation, Mr. Cooper, that in addition 
rthern holdings of this stock there are some Canadian Northern hold- 


‘Cooper: I believe there is certain stock of the Canadian Northein 

tself which is held by the public. 

. Mr. Dunnine: There is $5,700,000 held by the system. 

Mr. Cooppr: There may be some Canadian Northern Quebec stock itself 
the public. - 2 

n. Mr. Dunntnc: They come around to see me once in a while and 


Hon. Mr. Stevens: It is not important, but I do not quite see it. I gather 
Mr. Cooper’s answer that the $3,849,000 of the Canadian Northern Que- 
s owned by parties other than the Canadian National Railways. 

r. Coopgr: Yes, that is right. 

. Mr. Srevens: That does not seem to me to harmonize with the 
That is the point I do not see. 

r. Geary: You are missing that. The system holds $5,700,000 of 


. Cooper: May I explain that again. There is $5,144,600 ‘Canadian 
rm Quebec stock held by the Northern Consolidated Holding Company. 
anadian Nothern have 44,467 shares out of the 61,815 shares of that 
_ There will be a certain amount then of Canadian Northern Quebec 
owned by the Northern Consolidated Holding Company; that amount 
1e Canadian Northern Quebec stock which is held directly by others than 
anadian Northern and the Northern Holding Company, make up the 
00. ~ 
. Mr. Stevens: “Yes, I see that now. 
e CHarRMAN: You mean of the minority shareholders? 


Cooper: Yes. 


: The Canadian Northern proportion of the Northern Con- 
‘Holding Company holdings in Canadian Northern Quebec stock is 
ded in this item of $5,700,800. That is the next item against the $3,800,000. 
McLean _ (Melfort): Oh yes. 

Henry: Under Capital Stock the total is $9,550,000? 

2 ee Ves... 

Henry: What is the difference between the amount which the Cana- 
onal holds by virtue of the Northern Consolidated Holding Company 
mount which it holds apart from that? 

hie Coorrr: Well, that would just have to be worked out. 

‘on. Mr. Dunninc: There must be a holding by the company itself in 
o the Consolidated Holding Company. 

Mr. Srevens: Exactly. That is where the difference lies. 

r. Dunnine: That is not important. 

joPER: I will have that, figured out and give you the answer later. 
Mr. Stevens: But it is not important, Mr. Chairman, I think. 
Cuairman: Account No. 752. 
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Mr. Cooprr: That is on page 15. The Steet item, “Stock 
Conversion,” $10,600. 


Account 754, “Grants in Aid of Construction,” $16, 730,086.07. 
Hon. Mr. Stevens: What does that represent? 


Mr. Coorrr: The principal item in that is $15,142,633 which we 
by the Province of Upper Canada to the old Grand Trunk. 


Mr. McLean (Melfort): You are still holding that as a liability? 


Mr. Coorrr: The liability is now held by the Dominion of Can 
successor to the provinces of Upper and Lower Canada and is junior 
common stock. By the award of the arbitration the common stock w 
to be worthless. 


Hon. Mr. Dunnine: That is a really classical explanation. 
Hon. Mr. Stevens: Why carry it along in the balance sheet in that. for 
Mr. Cooper: We are hoping to get it out one of these days. 


Sir Henry THornton: That, Mr. Stevens, is just an example of a lot 
items which are the result of the accumulations of the last fifty years; and 
one of the things which causes a chaotic condition, and is one of the reasons { 
the desired simplification of the whole financial structure in which all thes 
cats and dogs can be wiped out. 


Hon. Mr. Stevens: It seems to me that this is one of the kittens wh: 
might be drowned forthwith. y 


Sir Henry THornron: When you start zoological drowning it brin 
into all sorts of complications, and it would lbe better to have a little deluge 
of these days. mee 


Hon. Mr. Stevens: After all it is carried here in a more or less ostentatioi 
manner, because after all there are not many items-on this list. : 


Mr. Grary: Is this a Credit Valley, or Old Toronto Gray and Bruce? 


Mr. Coorrr: No, it was cash which was turned over to the Grand Tru 
to aid in the construction of the Grand Trunk proper; not of the subsidiar 
of the Grand Trunk. 


Hon. Mr. Stevens: There was no interest on it, I suppose. 


Mr. Cooper: No, they were to receive dividends after the company - got 
a position to pay dividends on common stock. As far as the company is 
cerned there is that debt, and until the Government give up the sean a 
must carry this in our balance sheet. 


Hon. Mr. Dunnine: I think of all the securities which the govern ne 
hold this is the poorest, because the arbitration ranked it after the stock Ww 
the arbitration held to be worthless. 


Hon. Mr. Srevens: I think the Deputy Minister should appromgh He 
Minister and suggest the wiping out of this thing. 
Sir Henry THorNtTon: We will suggest the reconstruction of the financ 
structure of this road, and when that is done, if it is approved, all these 
disappear. This is but one of the minor horrors. 


The CuHamrman: Item 755. 


Mr. Cooper: Account 755, Funded Debt unmatured, $977, 889,032.94. 


Mr. Jevuirr: That seems to be a little less than last year. Did you 
off some item of matured debt? 


Mr. Cooper: We retired Trust Notes $6,041,400; Canadian Novihere Dy 
cent Income Charge Debenture Stock $24,137 846. 08; ‘and Miscellaneous’ Items 
$2,088,714.10. Total Retirements $32,267, 960. Against that we had new issu 


44 per cent forty year guaranteed Gold Bonds $26,344,000; State of Michi 
Woodward Avenue, $2,441 ,256.60. 
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FF: On the whole you have reduced the funded debt. 


Mr. Dunnine: That was due to buying Canadian Northern Bonds at 

n their face value? 

V r. COOPER: Substantially, yes. 

Hon. Mr. STEVENS: On page 28, might I ask Mr. Cooper or Sir Henry this 

stion. On February 1st 1929, there are 4 per cent Sifton Branch Bonds, 

adian Northern, guaranteed by the province of Manitoba, to the amount of 

340; and another item of 4 per cent Manitoba and Southeastern Bonds, 

an Northern, maturing February ist, 1929, amounting to $510,513.34. 

re these two retired? 

Mr. Coorrr: Yes Sir. 

Hon. Mr. Stevens: By the Canadian National system? 

Mr. Coorer: Yes Sir. : 

Hon. Mr. Stevens: And the guarantee of the province of Manitoba released 

ordingly? 

Mr. Cooper: I should think so. 

aoa Mr. Srevens: How do you treat these provincial guarantees, Sir 

ry? 

Sir Henry THornton: In what respect? 

Hon. Mr. Stevens: The provincial guarantees on these Bonds, are they 

ated as being wiped out? 

Sir Henry Tuornton: When the issue matures, unquestionably the 

uarantee disappears with it. 

Hon. Mr. Srevens:— And do you look upon the Provincial Guarantee still 

force while the Bond is in force? 

Sir Henry TuHornton: ‘Technically we must. We have never had any 

ion of default on them, and the question has never been raised, to my 

nowledge, as to what extent the guarantor would be called upon to make good 

n his guarantee. 

Hon. Mr. Dunning: There was once. I was on the other end of the deal, 

connection with one case in which default was permitted to occur. 

Sir Henry Tuornton: That must have been some time ago. > 

Hon. Mr. Dunnine: Just about the time you came, Sir. This would prob- 

y illustrate what would happen in all such cases. There was a time when, 

respect to the Grand Trunk Pacific Branch Line Bonds guaranteed by 

vince of Alberta and Saskatchewan, the interest payments were not paid 

yy the Dominion on the due date. Speaking for Saskatchewan, as I did at that 

ime, and I think Alberta did the same, the province immediately honoured 
guarantee and met the interest. Under the terms of the Trust Deed and - 

“mortgage, however, the province then acquired by that payment certain 

with respect to the property, rights which became operative—I am saying 

subject to correction—after the payment of, I think, three or four interest 
nts; at any rate two years was the period involved. And the Dominion 

ed the provinces to pay three out of the four payments which would have 

the provinces their rights under the mortgage, and then paid the fourth 

one; and they have allowed default to occur the second time. During that 
riod the matter was under negotiation between the two Governments, and 
wally the Railway decided that it desired to retain this branch line; and the 

eans of retaining them was by honouring the obligations; otherwise the 

ces would have taken possession. I cannot speak for all of them, but in 

of that class of case, that did apply. 

. Mr. Stevens: Speaking of the inter-corporation policy, or of the 

ent represented by the provinces in regard to all these guaranteed 
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bonds of Alberta, Saskatchewan, ane Nene is ae ee aAgreet 
provincial guarantee shall be wiped out now that the National 
taken possession? 
Mr. Grary: The bondholders would eo aa ae to say. 
Hon. Mr. Stevens: As between the provincial governments, and 
government is there any understanding? 
Hon. Mr. Dunning: No, there is no understanding. I can onl 
of the question arising if Sir Henry Thornton should report to me, as Mi 
that a certain line is not worth to the system what it is costing the sys 
that case we would have to face the question. In the meantime, ho 
should say that Sir Henry would say we want to retain all the lines wi 
Sir Henry Tuornton: I do not know any line-in which such a cond 
would arise as has been suggested. : 
Hon. Mr. Dunnina: So long as the bonds are running the provision 
Trust Deed must maintain. In fact when we want to sell a little bit of pr 
held under the Trust Deed, we have to go through a lot of forms. We 
maintain the legal form as long as the bonds are in existence. The retir 
this year, for instance, were for the very good reason that they wanted to 
ownership. 
Mr. Geary: Under all the circumstances, I think you would hire a go 
deal of difficulty in relinquishing any of them. Tas 
Hon. Mr. Dunnine: Yes, it would be a very tangled situation. 
Hon. Mr. Stevens: In connection with the item on page 28, about hal 
way down, of $26,000,000, 44 per cent forty year guaranteed Gold Bonds. — 
the statement previously, in Sir Henry’s report, he says that no trust agree 1 
was entered into with regard to this issue. Is there any significance in that, 
what was the form of the issue of those bonds? Why was there no trust agre 
ment? 
Mr. Henry: That is a government guarantee. It is not a mortgag 
therefore each bond includes on it all the terms. 
Hon. Mr. Srevens: Individually guaranteed by the government? _ 
Mr. Henry: Individually guaranteed; and there was no Trust De 
necessary. ee 
Hon. Mr. Srevens: I think perhaps right here I might ask this. 
over this list and I noticed that within the present fiscal year, that is in Februa: 
1930, there are $19,000,000 falling dues maturing, and Equipment Bond: 
‘about $3,000,000 ; that would be about $21, 000,000 by February next. W 
provision is there made to meet that, or how do you propose to retire thos 
Sir Henry THornton: That is next year. Mr. Stevens. rs 
Hon. Mr. Srevens: That is your fiscal year ends on the 31st bos 
Sir eee THorNToN: Our fiscal year ends December 31st. 


Hon. Stevens: Then I might mention that next year, taking t 
whole aide year, you have some $41,000,000 coming due. 


Mr. Henry: The ordinary procedure there is to float issues ye she 
retirements come due; or to temporarily take care of them by — 
financing, if financial conditions are not satisfactory. 


Mr. Jevuirr: How much will you have to take care of this year? 
Hon. Mr. Stevens: There are two small ones. 


Sir Henry THornton: There are two items amounting to $6,000, 00 
and $3,514,000. a es ge 


Hon. Mr. Stevens: ‘There are quite a few Equipment Bonds, serial 
Sir Henry Tuornton: There are about ten, I should think, Equipr 
Trusts. ; & 


ig Pe sesh Hs Hane 


Where is that $6, 000,000 that you refer to? 
NRY ‘PHORNTON: Would you like to have the names read out? 
. Stevens: Is it in the Equipment Bonds? 
“Hpnry THoRNTON: Yes. 
0 r. SteveNS: I see there are a number of Equipment Bonds mentioned 


ENRY THORNTON: Yes, that is it. 


Mr. Stevens: But you mention *6, 000 ,000, and I just wondered where 
e in. 


[ENRY THORNTON: That is some of them. 

Mir. Coorrr: Equipment Trust Bonds, series C, $375,000; series D, 
0; series E, $1,000,000; series F, $800,000— 

on. Mr. Srevens: Where is that? 
- Cooper: Series E is one of the unguaranteed issues. 

Henry Tuornton: Mr. Stevens has only the annual report before 


Jon. Mr. Stevens: I went over it pretty carefully and I do not find any- 
ke that reflected here. All we have in the Equipment Bonds here are 
, $375,000; series C, $375,000; series D, $750,000. 

- Cooper: In series EH, there is $14,000,000 outstanding. 

m. Mr. Stevens: That is for 1935? 


: - There is an explanation to be made. The total issue falls 
wy 1st, 1935, but we pay into a sinking fund each year $1,000,000, so that 


It matures serially up to 1938 by annual instalments of 


. STEVENS: You will understand the reason why we cannot 
ain, from this, because it does not indicate how much matures, and I was 
eb the _maturing dates appearing on the statement. 


We try to show as well as we can what is a serial issue, and 
eal instalment payable each year. 

. Stevens: Then your total maturing is what? 
Of principle, $6,316,400, including two items which go into 


Where is series F? 


o a is about the fourth one down, on page 29, Mr. Cooper, 
ies A, I see there is no principle outstanding, but there is interest accrued 
7 nd 1928. How is that? ; 
- Cooper: It matured July 1, 1928, so that there would be the first 
’ interest charged to the 1928 account; but at December 31, 1928, 
had been discharged; and as this is a statement of condition at 
31, 1928, there was no principle outstanding. 
Geary: But there are interest outstanding? 
oopeR: No, that is not outstanding; this is interest see which 
ed during the year. 

LirF: This is the total which we have to meet this year, $6,000,000 


x 
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Mr. Cooper: Of the Equipment Trusts. — 7s et 
Mr. Geary: There are none of the 7 per cent on the market, are 
Sir Henry Tuornton: Not at a purchasable price, probably. 
The CuamrMAN: Any other question? Dominion of Canada A: 
Mr. Cooper: Dominion of Canada Account, $1,290,216,481.91. — 
Mr. Geary: You have shown your interest simply as interest, not ¢ 
pounded? — 
Mr. Gooprr:~ Yes. oe 
Mr. Geary: Is that the usual practice in showing an indebtedness 
railway? It is not with a bank. ue 
Mr. Cooprr: I should say that the situation between the Dominio: 
ernment and the Canadian National Railways has no parallel. I doubt whet 
the charge of simple interest on such an amount of debt should be charg 
That is to say, it is not a question of whether we should compound intere 
it is a question whether the simple interest charged is not excessive. 
Mr. Geary: Or the principle, for that matter. 
Mr. Cooper: And the principle. Bh 
Hon. Mr. Dunntne: It is a question, as Mr. Cooper says, whether or 
simple interest is properly charged. 
Mr. Cooprrr: It is something like a shareholder charging interest ag 
a company on his capital investment. . 
Mr. Grary: It has to be shown somewhere I should say. 
Hon. Mr. Dunnine: At present, yes. 
Hon. Mr. Srevens: On that question of the financial reconstructio 
that seriously under way? 
Hon. Mr. Dunnine: It is seriously under way. It has been very seriou: 
under way ever since I have had anything to do with the railroad. 
Hon. Mr. Srrvens: When do you expect to be in a position to dis 
anything. hom 
Sir Henry Tuornron: That is hard to say. As I said yesterday th 
complicating factor which has arisen did change the prospects for this sessi 
And until that is disposed of, you can readily understand that if anything aros 
in connection with Grand Trunk Stocks, particularly having regard to the con- 
tention made by the holders of them, it would simply change our whole viev 
of the situation. We are very anxious to get it completed, and I assure yo 
we will have it ready as soon as it can be done. i. 
Hon. Mr. Stevens: Is there any likelihood of having it for next ses: 
Hon. Mr. Dunnine: I will be very disappointed if it is not, and I ti 
Sir Henry will be, too. Bas. 
Sir Henry THornton: We have completed all our work on the railw 
side, and I should be very disappointed and considerably amazed if it did 
come up next session. I am only speaking from what I suspect to be 
situation. The Minister is the only one who can speak with authority ¢ 
what will happen next session.. That is beyond my sphere of political acti 
Hon. Mr. Dunnine: The raising of this question has a very serious | 
ing on the whole matter. a 
Mr. Geary: Mr. Cooper, will you take up your account 755, “Funded Debt 
unmatured ” in the hands of the public, $97'7,000,000. You have to pay int 
on that right along? 
Mr. Coopmr: Yes. 
Mr. Geary: Then the Dominion of Canada account, “ Funded D 
unmatured’”—you will pay no interest on that to anybody? age 
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joorer: No. There is included $33,048,000 of Grand Trunk Pacific 
yonds which are held by the Dominion of Canada, we accrue interest 
but do not pay it over in cash. 

Geary: Then these loans are, as we understand, and the appropriation 
of the Canadian Government railways, that old deficit on the Inter- 


Mi Cooper: Not the deficit so much as the capital expenditures of the 
nadian Government railway. 

Mr. Geary: Where would the deficits be? 

r. Cooprr: They were absorbed, I suppose, in the Consolidated Revenue 


Mr. Geary: But it must be charged to you— 
Mr. Cooper: Not up to the time when we took over the Canadian Gov- 
ent railway for operation. From that time they are included, if we have 
rowed against them. 
Mr. Geary: The government never made a claim for them. 
Mr. Coorre: For the accumulated deficits up to 1923? No sir. 
- Mr. Geary: I think there were $420,000,000 written off in one year. They 
carried as active assets at one time. 
Hon. Mr. Dunning: Yes, and I think in 1919 they went over as non- 
ve assets. ‘ 
Hon. Mr. Srnvens: Sir Henry Drayton carried them over as non-active 
ets. 
Mr. Cooper: Practically the entire amount of $1,290,000,000 is in the non- 
ive assets. Cae 
Hon. Mr. Dunnine: As a matter of fact, if to-day the government de- 
_to write off completely from its books the whole of this $1,290,000,000, — 
little of it would affect the net debt, because it stands as a non-active 
et. 

Mr. McLwan (Melfort): If you wipe this off, you would increase the net 
hee a oe : 
Hon. Mr. Dunnine: Not all of it, but nearly all of it. 
Hon. Mr. Srevens: A substantial part of this is now classified as a non- 
Ive asset. 
Mr. McLean (Melfort): Supposing something happened, by which the 
y discovered a gold mine, and value was put into that $1,290,000,000; the 
ebt would not be reduced by anything like that. 
Hon. Mr. Srevens: Yes, it certainly would. 
on. Mr. Dunninc: To the extent that it was transferred from a non- 
to an active asset. 
r Henry Tuornton: Incidentally the government is threatened with 
ery gold mine. 
Mr. McLean (Melfort): If this is written off the capitalization, it be- 
s added to the net debt, whereas at the same moment if value is put into 
it is deducted from the net debt. 
Hon. Mr. Srevens: It would give the company known as the Dominion 
nada more standing, better assets and would thus reduce your debt, but I 
‘ate to anticipate a gold mine. 
Beuu (St. Antoine): Has there been any refinancing during the past 
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000 was brain trust me ch pubs 000" was leaden ‘North € 
and $2,000,000 was miscellaneous. ; 
Hon. Mr. Stevens: Mr. Chairman, I aio while we are 
rather desultory way the question of financing, I would like t 
questions of Sir Henry in an endeavour to get a picture which will r 
situation more clearly from a financial standpoint. If I might p 
tions without interruption—I do not want to absorb too much t 
like to follow the series of questions right through, if Sir Henry wil 1 
I started it the other day, but we got off into side pastures and arriv 
where. Now, Sir Henry, last year Parliament appropriated on these e 
$39, 000,000. May I ask if abate $39, OO0,000 which was appropriated w 


Sir Henry PaGe Rew. In other words, you would like to know 
$39,000,000 was disbursed in 1928. 


Hon. Mr. Stevens: Exactly. 
Mr. Cooprr: Against that $39,000,000 appropriated, our total ‘exp 
under the budget was $33,455,445. 20. 
Sir Henry THornton: Mr. Stevens wants the details of that $39, 
What did we do with that in 1928? 


Hon. Mr. DunnineG: It is set down in the estimates and it would p prol 
save time if the statement could be included in the record. 
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Hon. Mr. Stevens: Of the $33, 000 000 S while you spent tg 
by the $35,000,000 issue shown on page a. 


Mr. Cooper: Part of it was financed by the issue of 35,000,000. 


Hon. Mr. STEvens: 
Mr. Coorrer: Yes. 


Hon. Mr. Stevens: And the balance is financed by borrowing ft 


bank the $40,000,000. 
Mr. Cooper: That 


Hon. Mr. STEVENS: 
The CHAIRMAN: Yes. 


That is, $21,500,000. 


is correct. 


May this other shaven also be put in ee r 


$35,000,000 43% Bonds DATED DECEMBER ee 1928 


Net Released or to be Relea 
Discount proceeds 
——— Par value and placed on |Branch Lines 
Interest deposit and Toronto 
Terminals 
Sold Dec. 20-21, 1928.......... $26, 334,000 00 
Discount: a ee ee | ees snort 1,540,539 00 
Interest to Gateonm salengn ics ieee 62,885 84 
24,856,346 84 
Releases:to Decsol O28 es! cae vein scan arene apenas 8,072,750 88| 2,309,280 17 
Position Dec. 31, 1928.......|$26,334,000 00)$ 1,477,653, 16 $16, 783,595 96/$ 2,309,280 17/$ 5,763,470 | 
Sold Janos Loser ne 8,666,000 00 
Discount... Rae NO | irre te ee Sa 506,961 00 
Interest to idatte of sales Clb pen hen oes 85,257 53). 
: 8,194,296 53 
Interest on depositssy sit) sale nee ae 181,477 09 181,477 09 
Releasesisince Jam: d)),1929) -eay| ester eyes ays camiees enact age oct 17,856,759 95| 3,986,588 87 
Position March 31, 1929..... $35,000,000 00|$ 1,767,879 54/$ 7,302,609 63)$ 6, 295,869 04/$19, 633, 
Net proceeds to be drawn <8 
down ¥, 302,609 63} 7,204,130 96 


Discount and interest applied 
against 1928 Budget 


Final position 


Can. Nor. 
Income Branch Lines} 
—-— Total Issue | 1927 Budget Charge and Toronto 
Debenture Terminals 
Stock 
Position at Dec. 31, 1928 and sa 
yr Wilyge orcs SPAY ais oie $40,000,000 00} 5,900,000 00} 22,748,109 60}.............. 11,351,890 
Both Issues Combined... .|$75,000,000 00] 5,900,000 00} 22,748, 109 60) 13,500,000 00 82, 851, 894 


Hon. Mr. STEVENS: 


Mr. Cooper: ' 
Hon. 


Now in regard to the $40,000,000 reiered to on p 
of this statement: I understand part of that is borowed from the bank 
cover various items for which expenditures have already been made in 19 
Yes. 


Mr. Srevens: In other words, we owe—that is, the compan ow 


the bank $40,000,000 on December 31, 1928? 


Mr. Coorrr: 
Manitoba Northern. 


Yes. 


And in addition to that, we have 8.00. fc 
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intended during the present year to arrange long term financing in 

e moneys provided by the bank as above will be repaid. . 

Sir Henry Tuornron: You understand why that temporary financing 

done? Because of the state of the money market. 

‘Hon. Mr. Stevens: Quite-so. Now, included in this item of $40,000,000 

ie ay carryover from the year before other than the $5,900,000 shown 
© 8 : 


Mr. Coorrr: No. 
ee on. Mr. Stevens: That was all for the budget of 1928, plus this item of 
lading. 
r. Coorrr: And plus the $3,900,000 for the 1927 budget. 
on. Mr. Stevens: Now, in 1929-30, according to the Minister’s budget, 
quire $53,750,000. ‘ 
Sir Henry THornton: That is right. 
on. Mr. Srevens: And also according to the statement, you are pro- 
jing $50,000,000 for the Montreal terminal, of which you will require 
$10,000,000 this year: 
Sir Hanry THornton: We would not be able to spend $10,000,000 this 
ar. 
Hon. Mr. Dunnina: The bill will provide that not more than $10,000,000 
‘be spent in any one year but it is not anticipated that $10,000,000 will be 
t this year. 
Hon. Mr. Stevens: I am trying to get at the requirements. I understood 
e other day that $10,000,000 would be required this year. 
r Henry Tuornton: We could not spend $10,000,000 this year. I am 
rfectly certain of that. The bill, as the Minister says, will provide for an 
nount not to exceed $10,000,000 per year, but $10,000,000 cannot be spent 
is year. I wish it were possible. 
_ Hon. Mr. Stevens: In addition to that, I think you said there were equip- 
ent bonds amounting to $6,000,000. 
Mr. Cooper: They are included in the $53,000,000. 
Hon. Mr. Stevens: Allowing for $10,000,000 for Montreal, it make a total 
103,750,000 to be provided for this year, and striking off the $3,000,000— 
on. Mr. Dunnrnc: You have still forgotten one item to make the picture 
ete. That is the item of branch lines. 
Sir HENRY THoRNTON: I can tell you what our total requirements are, item 
fon. Mr. Stevens: Then let us have them. 
Sir Henry Tuornton: The Edmonton, Dunvegan and British Columbia 
vay $2,500,000; Quebec, Montreal and Southern, $6,000,000; Inverness 
way and ‘Coal Company, $375,000; Quebec, Oriental and Atlantic, Quebec 
Western Railway, $3,500,000; The Kent Northern Railway, $60,000; 1927-30 
line program, $1,500,000; new branch lines now before Parliament 
oximately $1,500,000; 1929 budget, $53,750,000; Manitoba’ Northern Rail- 
, $7,000,000; loan account, Central Vermont bonds, $8,609,000; temporary 
ywings from bank, $40,000,000; new equipment, $18,000,000; all of which 
a total of $142,794,000. 
fon. Mr. Stevens: Does that include the interest to the public? 
Henry Tuornton: No, that includes no interest. We pay that out 
resources. ; 

‘Mr. Stevens: What is the interest to the public? 
Mr. Cooprr: As Sir Henry stated the interest comes out of our operations. 
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Hon. Mr. Stevens: I am getting at the total obligations. — 
Sir Henry THornton: That is the capital account. eae 
Hon. Mr. Stevens: What will your interest to the public be? 
Sir Henry THornton: Our total interest on securities in the hanc 
public is something like $42,000,000. oe 
Mr. Coorrr: It is about $45,500,000 in 1929. We are estimati 
amount. ne 
Hon. Mr. Stevens: That means $186,000,000 which you have to fin 
1929— é 
Sir Hpnry THornton: No. 
Hon. Mr. Stevens: Wait just a moment— 
Sir Henry THornton: Pardon me. Z = 
Hon. Mr. Stevens: —and to meet that you will have your antici 
surplus earnings on operation, which this year amounted to $43,000,000 net, 
taking off the astern Lines. : ee 
Sir Henry THornton: There is nothing to be added to the figures 
given. ei ; 
Hon. Mr. Stevens: You mean that interest is included in the $53,000, 
Hon. Mr. Dunnina: No, the resources are deducted before the $53,0 00, 
is arrived at. oe 
Sir Henry THornton: We do not capitalize the interest. 
Hon. Mr. Stevens: We only want to know that the interest is pro 
for. I assumed it was, but Sir Henry said it was not. 


Sir Henry THornton: It is not provided for in the budget. Th 
I gave you represents the capital requirements. The interest will come 
our resources. 
Hon. Mr. Stevens: Then if we ignore the resources as well as the i 
it will leave $141,000,000. : 
Sir Henry THornton: And from that I have subtracted an amo’ 
the Canadian National Steamships and the Merchant Marine. -* 
Hon. Mr. Stevens: How do you propose to provide for that this yea: 
Sir Henry THornton: That will be financed in the course of the year 
and when circumstances permit advantageous financing. i 
Hon. Mr. Stevens: The reason I am querying on this very closely 
I consider this to be the most serious question that we as the representatives 
the shareholders, as it were, have to deal with. You are carrying over from | 
year $40,000,000, and, after all, that is a handicap to financing, is it not? 
Sir Henry THornton: I do not think so. 


# 
Hon. Mr. Stevens: Possibly not, but I would think it would be. — 
very, very large sum to finance for the National railway in one year. 
Sir Henry Tuornton: No, not considering the magnitude of the company 
operations. : ; oe 
Hon. Mr. Stryens: Is it a part of the policy of the road to finance a 
stantial portion of its requirements in this manner mentioned here, by borroy 
from the bank up to $40,000,000 or $50,000,000? a oe 
Sir Henry THornton: It is the policy of the company to within 
year finance its capital requirements for that year, but should certain circt 
stances be such that advantageous borrowings cannot be made during that ye 
it is much better to temporarily finance at perhaps a somewhat higher rat 
interest for a short period than to finance for a long period at a hi 
interest. In other words, we arrange for our financial requirements e 


rh 
a 
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ons permit that to be done with advantage. If we cannot, we do 
any other business enterprise would do—and many railways do—we issue 
form of short term notes until the money market permits us to finance 
ntageously. 

. Mr. STEVENS: That is perfectly sound up to a certain point. Now, 
‘ion arises naturally when do we reach the point where the margin of 
is exhausted? I submit that with $40,000,000 brought forward from last 
rou are fairly well absorbing the degree to which you are warranted in 
n temporary financing. 

Sir Henry THornton: No. None of us in any business enterprise would 
o do more temporary financing that circumstances require, but if you 
o do it, you have to do it; that is all there is to it. 

Hon. Mr. Srevens: I suppose that is axiomatic, but what rate of interest 
u paying on the $40,000,000? 

r Henry THornton: Five and a quarter, which considering the general 
tion of the money market is a very good rate from the company’s point of 


Hon. Mr. Stevens: Now, having in mind the heavy exports of gold from 
Canada to New York during the last couple of years and the fact that the 
nadian dollar is 25/32nds below par, is there any likelihood of financing on 
. New York market this year? 

Sir Henry Tuornton: Yes, but to estimate what the money market is 
to be is a good deal like estimating what is going to happen to our crops 
year. It is difficult to estimate that, and we can only seek the best opinion 
. -Our opinion is that before the first of the year we shall have cleared 
is financial situation. Your estimate is just as good as mine. . 

Hon. Mr. Stevens: You would not care to intimate to the Committee the 
; and expectations you have, or the method by which you expect to finance 


Mr. Henry: Mr. Stevens, if you will refer to page 7 of the previous annual 
rt, you will see that in the year $65,000,000 of financing was taken care 
hat is $65,000,000 was issued; that was an accumulation. 


on. Mr. Stevens: That was a very good year to finance. There was ne 
in making an issue then at all. The significance of all this, I think, 
it is only fair to frankly face it, is that with $141,000,000 to finance and 
obviously the money market not nearly as good as it has been in recent 
e government, parliament, or the country, must estimate whether they 
ing their suit to fit the cloth, or whether we are overdoing the thing. 


Sir Henry THornton: A good many of these things were things which 
1 many points of view were unavoidable. A large percentage of the items 
h are represented on this list do not represent money which will bring no 

s a matter of fact it is money which will result, in the last analysis, 
easing the net earnings. What I mean to say is this, that there is no 
ion to borrowing any amount of money, a billion dollars if you like, at 
nt or 6 per cent if the return to the borrower on the use of that money 
net 10 per cent, say. Under those circumstances, the more money 
s the better. That is what happens in every business organization. 
can borrow money at the current rate of interest and absorb that money 
ou enterprise, and through that enterprise make an amount in excess 


rate of interest, it is good business to do so. 
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Hon. Mr. Srevens: On the other hand, of course, there afee 
time when it is incumbent upon the head of a business to determine wheth 
capital expansion is warranted in view of the return and of the actua 
dition of the company. 


Sir Henry THornton: That is quite right, Mr. Stevens, quite righ 
Hon. Mr. Srevens: I am just bringing this point out now for the 
pose of the Committee this year being thoroughly advised of what is b 
recommended to parliament and being authorized and approved of as far as. 
Committee is concerned. 


Sir Henry THornton: I would very much prefer if the money market 
such as that we could proceed with our financing as in years gone by. TI 
is no good in saying that we like this situation, because we do not like it; | 
it is the best, we feel, that can be done, having regard to all the circumstance 
And it causes the Financial Officers of the Company and myself no gre 
anxiety. Certainly, if anybody’s head is at stake, it is ours. 


Hon. Mr. Stevens: I hope you will not think, Sir MSU that I am d 
this in any spirit of captious criticism of yourself, because I think you hav 
had a terrific load to carry. : 

Sir Henry THornTon: On the contrary, Mr. Stevens, I am almost anxi 
to have the fullest investigation by the Committee, and I am always willi 
to expose everything fully and frankly. 

Hon. Mr. Stevens: For instance, recently we have passed a naan 
bills, which are generally known, as branch line construction, and it is alway 
a very difficult thing to pick out-any one thing and criticize it T am not doin 
that; but I do say that parliament has been pretty generous in passing thes 
Bills and it might be that the management, in view of the situation, 7 
look them over very carefully. 


Sir Henry THornton: We do, and as a matter or fact we reject a Be 
maany more proposals than are accepted. ; : 


Hon. Mr. Srrvens: I think the Committees of Parliament, both the Rat ; 
way Committee and this Committee, are reposing more confidence in you 
judgment and in the judgment of your very excellent staff, and I think #1 
Minister will agree with this, that this year virtually everything which Ww 
suggested as coming from yourself and your staff was accepted without qu 
tion. And Parliament having adopted that attitude, it simply noe bac 
upon the management all the more responsibility. 

Sir Henry TuHornton: I quite agree with that, and I take it tha tl 
generosity with which Parliament has treated us in recent years has been du 
to the steady improvement in the company. That is, the money which 
been spent has been wisely spent, and has brought a substantial return. The 
is not any doubt that in connection with all financial operations, not on 


of the officers of the company to proceed with the utmost caution. 
matter of fact, within the last two or three years, we have had very sati 
factory results; but that is all the more reason that we should not establi 
in our own minds as officers, an atmosphere of extravagance. That is to s 
money which comes easily we must not spend easily. And our responsibil 
is to make no recommendation to the Minister unless we feel that it is ¢ 
to the advantage of the company to do it. And, speaking generally, I 
that our physiological atmosphere, if one can use such a term, should be 
of extreme caution and’ vigilance in expenditurés to counteract this — 
atmosphere of I shall not call it extravagance but of spending, which ah 
afflicts every enterprise which constantly has mounting net earnings. 
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. Mr. Stevens: May I now ask if I may continue—This Inter-State 
ion application by the Grand Trunk Western is, I understand, before 
Inter-State Commerce Commission but not approved? 


ir Henry THornton: Not yet, no. 


Sir Henry THorNTON: Yes. 

Hon. Mr. Stevens: It is eleven, I believe. 
Sis Henry Tuornton: Thirteen, I think. 
Hon. Mr. Stevens: Thirteen different companies, and you have a scheme 
re-financing, have you not? 

Sir Henry THornton: Well, if that is approved by the Inter-state Com- 
ree Commission, then we have a plan for re-financing that whole situation. 


Hon. Mr. Stevens: Will that come before parliament or will it not? 
Sir Henry THornton: Can you answer that, Mr. Minister? 


_ Hon. Mr. Dunninea: If parliament’s sanction is necessary, it will have 
o be secured, but in any event, parliament will be fully apprised. It is con- 
rolled by United States law, you know. 

- Hon. Mr. Srevens: I understand that. But the sum which will be re- 
lired to re-finance? 

_ Sir Henry THornton: I can say this, that the re-financing of the Grand 
runk Western will not require any new money. It contemplates capitalizing 
he very large improvement in the net position in that property. As the thing 
tands to-day, it is quite impossible to take advantage of the improved posi- 
ion of the Grand Trunk Western; and one of the objects which we seek in this 
onsolidation is that particular thing. 

Hon. Mr. Srevens: I quite appreciate that what you are doing is issuing 
new stock for old stock; in other words it will be largely an exchange of 
securities, I should say. 

Sir Henry Tuornton: I will ask this not to be put in the record, but be 
onsidered as confidential by this Committee. 

~The Cuairman: The reporter will not put into the record what Sir Henry 
s about to tell us. 

Certain information having been given to members of the Committee, 
‘Hon. Mr. Stevens: May I ask, Sir Henry, regarding Portland. What are 
domg in Portland—anything in particular? 

Sir Henry THornton: No. 

Hon. Mr. Stevens: The Central Vermont is not included in this American 


Sir Henry THornton: No. : 
Hon. Mr. Stevens: What is the situation regarding the Central Vermont? 
Sir Henry Tuornton: The general situation with respect to the Central 
nt is this: as you are aware, about two years ago the Central Vermont 
sited by a serious flood, which not only did great damage to the Central 
mt Railway, but to the back part of the State through which the Rail- 
‘yan. And in rehabilitating it we thought it better to put the road into 
vership. The reason for that is perfectly obvious. That rehabilitation 
cost. us roughly $5,000,000. The laws of Vermont were extremely rigorous 
pect to foreign companies owning the stock of Railways and doing 
ss in Vermont. As a result of this expenditure, we succeeded in having 
tate Legislature alter the laws so as to improve our position as the pro- 


at 


mae 
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prietory company of the Central Vermont. The Receivership will pr 
lifted this autumn; and when that is done, notwithstanding the 
expenditure of $5,000,000, that property which was formerly an annual 
the Canadian National Railways, because there was a deficit on the b 
terest which we had to make up, will become a profitable company. — 
In other words, we shall earn more than a sufficient amount to pa 
interest on the bonds; and,therefore, curiously enough, what we thoug 
years ago was a great disaster, so far as the financial position of the 
Vermont is concerned, has turned out to be a blessing. oe 
Hon. Mr. Stevens: What is our total obligation there, in regard 
Central Vermont? es 
Mr. Geary: What did you shake out in the way of stockhold 
creditors in your Receivership? 
Sir Henry THornton: I do not remember the exaat amount, but 
large interest was shaken out, a 
Mr. Coorgr: Our total investment in Central Vermont is $33,788,798 
Mr. Geary: Including the $5,000,000 which Sir Henry mentioned 
moments ago? : 
Mr. Coorrr: No. ; 
Mr. Geary: Will you give us the total amount under the Receiver’ 
tificates? 
Mr. Cooper: I think it is about $5,000,000. 
Mr. Geary: I want our total obligation. 
Mr. Cooper: It will be about $38,000,000. — : 
Mr. McLean (Melfort): How many miles is in that line? 
Sir Henry THornTon: 411 miles. : 


Hon. Mr. Stevens: I think that is. all I want to ask on that, and I th 
you very much. : 


Mr. Bexu (St. Antoine): What is the estimate for the Central Vermon: 
year? 
Mr. Cooprr: About $5,000,000. . : 
Mr. Jevuirr: Everything has been pretty well brought out. I was s 
going to say that the bill of fare which we have been discussing seems 
a pretty large one, as far as the railway is concerned; but at the same t: 
feel that these appropriations are not to pay for a dead horse. We ar 
getting something out of the major operations in the program for this y: 
in our branch line program. : ae 
' Sir Henry Tuornton: Unfortunately, a railway is something w. 
never finished. It is worse than a racing stable, and constantly requ 
money to keep it up. But, if the expenditures are wisely made you only in 
your net. . feta 
Mr. Geary: I want to straighten up something in my own mind. 
1928 has carried over how much? eras 
Mr. Coorrr: Forty-three and one-half millions. 
Mr. Geary: And the figures making up the $141,000,000 are com 
are the branch lines included in that? se 
Sir Henry THornton: Yes, that includes everything. ate 
Mr. Grary: I want the three items which make up the $141,000. 00 
Hon. Mr. Stevens: He put in a complete statement for that. : 
Sir Henry THornton: I do not know that I have quite got your q 


. 


. 
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EARY: I want to get the general items of the $141,000,000. The point 
1,000,000 of new financing is required this year. 


“Coorrr: About $141,000,000. 

Mr. Dunnine: sr a about $10,000,000 for Montreal. 
Coorrr: No. 

Mr. Geary: $40,000,000 odd of that is carry forward? 

r. Cooper: Yes. : 

‘Mr. Geary: So that $100,000,000 for this year is new financing? 
Sir Henry TuorntTon: Yes. 

‘Mr. Geary: Is any of that refunding? 

‘Sir Henry Tuornton: Oh yes. 


. Geary: Ido not think that last year you required very much money, 
do not think you require very much money this year. 


Sir Henry THornton: About $10,000,000 is refunding. 
‘Mr. Coorzr: I think that we would have to go over all the items to get 


‘Sir Henry THornton: Colonel Geary asks approximately how much of the 
1,000,000 is for refunding. We will look that up and give you that at the 
“meeting. 

‘Mr. Geary: I would like to know how much of your new requirements are 
be financed next year. 

Henry THorNTon: You want to know how much of that is addition 
. property. We will get that for you, for the next meeting. 

r. Geary: And will the Minister be good enough to take that item, the 
ominion of Canada item, as I know a good many of us here are dull about it. 
on. Mr. Dunning: You mean the $1,290,216,481? 

aur. Geary: Yes. Could you tell us how that ie been treated in relation 
e National Debt? I think you, with the Department of Finance, can give 
tatement as to that. 

fon. Mr. DunNinc: You mean what proportion is in active assets, and 
4 proportion is in non-active? My impression is that the great bulk is 


. Henry: All but $15,000,000 is non-active. 
ir, Guary: It means that an addition to the public debt, at one time or 
er, s So that we cannot get anything off the public debt in regard to that 
no “matter how much we write off. 
on. Mr. Dunninc: The writing off is an addition to the public debt. 
‘Mr. Geary: So that any addition which you make to the structure will 

a reduction in the public debt? 

fon. Mr. Dunnine: It will then operate to increase the public debt, as 
the $15,000,000 now carried as an active asset is concerned. Mr. Henry 
e you an analysis of that. 
Henry Tuornton: Mr. Geary said that there was no way to alter any 
amount into an active asset, and the reply was, no it could not be so 
I am not prepared to agree with that at all. 
Mr. Dunnine: No, I did not mean that. 
ary; I see how Sir Henry got that idea. 
ANTLEY: Can you give us any idea of when you are going to take up 
chant Marine? 
ENRY THORNTON: ‘That is according to the pleasure of this Com- 
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_The CHatrMan: As soon as we get ihsough this. 


Mr. CantiEy: Would you be good enough to give us some i a, 
number of boats which have been sold from the fleet up to date? | 
Sir Henry Tuornton: I can give Colonel Cantley any information 
wants; but I think it would be better if he would reserve all ee questi 
the present. 
Mr. Cantiey: I am suggesting that you give me the infobaalians 
we can have it when we come to discuss the accounts. The number ot 
sold up to date, the tonnage and the price, and so on. 


The CHairMAN: Item 758. 


Mr. Cooper (Reading): 
Current LiaBILiries 


Account 758—Loans and Bills Payable. 
759—Traffic and car service Balances Payable. 
760—Audited Accounts and wages Payable. 
761—Miscellaneous Accounts Payable. 
762—Interest Matured Unpaid. 
764—Funded Debt Matured Unpaid. 
766—Unmatured Interest Accrued. 
767-—Unmatured Rents Accrued. 
768—Other Current Liabilities. 


Mr. Jevuirr: Under the item of Current Liabilities, I notice a cons 
able increase in the total of those items, as compared with those for last yea: 
Would Mr. Cooper give us an explanation of that? 

Mr. Cooprr: he big increase is the forty-three and one-half millio 
dollars of borrowing from the bank. 


. DEFERRED LIABILITIES 


Account 769—Liability for Provident Funds. 
770—Other Deferred Liabilities. 


UNADJUSTED CREDITS 


Account 771—Tax Liability. 
773—Insurance and Casualty Reserves. 
y 775—Accrued Depreciation—Road. 

776—Accrued Depreciation—Equipment. 

777—Accrued Depreciation—Miscellaneous beatae pr 
erty. 

778—Other Unadjusted Credits. a 

779—Additions to Property through Income and Surplus 

780—Funded Debt Retired through Income and we i 

781—Sinking Fund Reserves. 

783—Apprepriated Surplus. 

784-—Profit and Loss Balance—Deficit. 


The CHarRMAN: That is all for to-day. We will adjourn anal Tu 
at 11 o’clock. : : a 


Committee adjourned until Tuesday next, April 30th, 1929, at u 
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MINUTES OF EVIDENCE 


CommiTTEE Room 497, 
Houses or Commons, 
Tuespay, April 30, 1929. 


he Select Standing Committee on Railways and Shipping met at 11 o’clock 
the Chairman, Sir Eugene Fiset, presiding. 

_ The Cuatrman: Let us proceed, gentlemen. 

. Mr. Stevens: I should like to make a slight correction. On page 122 
e three questions against which the name of Mr. Geary appears, which 
sked by me. I will cite the questions and the corrections can be made. 
“Mr. Geary: ” —it should be “ Mr. Stevens: Including the $5,000,- 
00 which Sir Henry mentioned a few moments ago?” 

Eo vir. Cooper: Nd.” 

“Mr. Grary:” —it should be “ Mr. Stevens: Will you give us the 
total amount under the receivers’ certificates?” 

“Mr. Cooper: I think it is about $5,000,000.” 

_ “Mr. Gmary:” —it should be “Mr. Stevens: I want our total 
— obligation.” 

ae “Mr. Coormr: It will be about $38,000,000.” 

‘The CHatrman: I understand you have some corrections to make, Sir 


Sir Henry THornton: I would like to make one or two corrections. At 
last meeting of the Committee I gave details of our financial requirements. 
e amount given against item 7, ‘‘ New branch lines,” was given as ‘‘ $500,000.” 
should have been $1,500,000. 

here was also some question as to whether the year’s expenditures on the 
1 terminal scheme were included. The figures quoted did not include 
mtreal terminal expenditures. _ 

onel Geary asked this question: How much of the total appropriation 
1929, roughly $141,000,000, was for refunding? The answer is $57,000,000. 
Colonel Cantley asked for a statement of a list of ships sold, the dead 
cht tonnage, and the sale price since, I should say, within the last six years. 
ve the list here. Will it be sufficient to hand it in? 

he Cuamrman: Could this not be filed when we are considering the 
nt Marine? : 

fr. Cantipy: Yes, but I would like to have it now. 

fon. Mr. Dunninc: I would suggest that it be placed in the record in . 
on with our discussion on the Merchant Marine. 

Geary: How do you generally quote ship’s tonnage—by dead weight? 
NRY THORNTON: Dead weight. 

HAIRMAN: At the last meeting we finished the balance sheets. Unless 
vens has some further questions, we will go on. 

Geary: There was a question I asked which I think Mr. Henry was 


pNry: As to the relationship between the public accounts and the 
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Mr. Grary: No; it was a statement in order to get ee the 
of assets and thereby adding to the national debt, over a period of 
Mr. Henry: In schedule B of the public accounts of 1928, 
The Cuamrman: Shall we read that into the record? 
Mr. Geary: No; that does not quite give it. There are railroad a 
which are not in the public accounts? s 
Mr. Henry: Then I did not understand your question. You want 
know the amount included in the balance sheets? 
Mr. Geary: Mr. Gray and I were a little concerned about this item 
Dominion of Canada account, funded debt unmatured and loans. Then t 
is interest and appropriation. Leave the interest out, because that is a ma 
year by year. The $581,000,000 plus the $417,000,000 represent an amc 
which has been advanced in one way or another by the Dominion of Cai 
and then written down to non-active assets and thus the public debt iner s 
Mr. Henry: I misunderstood your question. 
Hon. Mr. Dunnine: It would really affect it in this way—what you 
is the proportion of the $1,290,000,000 which is non-active, and when it bee 
non-active. 
Mr. Geary: Yes sir. That is right. I think a simple way would 
give me each year’s amounts and a notation as to whether it was written lov 
as non-active. 
Hon. Mr. Dunnine: If we say when they became non-active it woul de 
with both phases of it, because it was added to in each year. a3 
Hon. Mr. Stevens: A lot of that was paid out of the consolidated 
Mr. Geary: A great deal of it was originally, of course. 


Hon. Mr. Stevens: Annually, by an appropriation of parliament. ale 
sume that $417,000,000 was all paid out of the consolidated fund. 
Mr. Henry: It was, but whether it appeared in the publie debt at 
time, I do not know. : 
Hon. Mr. Dunnine: You will have to take that up with the Fin 
Department. 
Mr. Geary: As Mr. Stevens has said, a great part of that was ¢ 


year by year—$30,000,000 in one year, $25,000,000 in another year, and 
on. 


Mr. Henry: I doubt whether that can be done without going back in 
each year, because you cannot tell whether it was in any individual y 
not. < 


Mr. Geary: I do want that, because I cannot get it in the public ace | 


The CuHatrMAN: Are there any other questions on the balance sh 
If not, we will go to the index, profit and loss, page 16. 


Mr. Geary: I think we did not finish with the credit side of the bal 
sheet. 


The CHarrMAN: Yes, we finished the whole thing. 

Mr. Geary: Did we get the depreciation on road equipment? 

The Cuatrman: Yes, we went through that, but if there are any furth 
questions we can go back to it. Both you and Mr, Stevens were absent 
we finished. 

Mr. Geary: That is something you credit to the American roads 

Sir Henry THornton: Yes, that is what it is. ie 


Mr. Cooper: The first item is Debit balance brought forward. fi 
previous year. The next item is Debit balance transferred from income 
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on page 17. The next item is Surplus applied to sinking and other 

unds; the next is surplus appropriated for investments in physical 

; the next is Miscellaneous appropriations of surplus; Account 619 is 

mn retired road and equipment. Item 620 Delayed income debits. 

Mr. Hanson: Please explain what 619 and 622 mean. 

Mr. Coorrr: 619 is the loss when property is retired from service and 

ot replaced. If we abandon a piece of property we would have to adjust 
roperty account by writing out the ledger value, and if the property is 

replaced the loss is a charge to surplus and not to operating expenses. 

Hon. Mr. Stevens: And the adjustment of the land surplus account is 

erred to on page 9 of the President’s report? 

Mr. Coorrr: The major adjustment creating that charge of $6,500,000 

vas in connection with certain land grants which the Canadian Northern Com- 

my considered it was entitled to receive from the provinces of Ontario and 

uebec. Our balance sheets formerly carried a foot note that the title to these 

ds was questioned by the Ontario and Quebec governments. As I under- 
_it, when the government took control of the Canadian Northern, the 

rovinees claimed that these land grants should not be included, and we have 

een carrying them as assets. On the advice of our legal department in 1928 

ve wrote them off in view of the fact that we were told we could not expect to 

eceive them—could not expect to receive the patents for the land grants. 

Mr. Geary: So you have given up any claim? 

Sir Henry THornton: We have not given up any claim, but for account- 

ng purposes we have written them off. 

| Mr. Geary: You are not carrying them anywhere? 

Mr. Coorzr: No. + 

Mr. Hanson: The effect is a practical release of the provinces from all 

iability of every character? 

Sir Henry THornton: I would not go that far. That is a question upon 

vhich I would not want to make any admission excepting upon advice of 

ounsel. — 

Mr. Hanson: In working it out, it seems to me the provinces are being 

eased from everything step by step, and year by year. 

Mr. Henry: The lands had not been chosen, and the provinces were 

‘ing the right of the National railway to get them. 

Mr. Geary: I think you could call it a wash-out. 

Hon. Mr. Dunnine: I am not calling it any names at all. 


Mr. Cooper: Account 603 “Profit on road and equipment sold”, account 
5, “Unrefundable overcharges”, account 606, “Donations”. 


Mr. Gray: What is that? Is that the Chrismas tree to which Sir Henry 


_ Mr. Cooper: When a siding is constructed for an industry the usual 
.ctice is for the trader to advance the perishable cost, such as labour, ties, 
ing and things of that nature. The railway company furnishes the non- 
hable material, such as steel, rails and fastenings, on a rental basis. 
re a portion of the siding is constructed within the company’s right of 
the company claims ownership, in that siding although a portion of the 
had been advanced by the trader. Therefore, we make an entry charging 
entire value to our investment account, and we credit the amount of that — 
ment contributed by the trader to the Profit and Loss account as a 
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Mr. Cooprr: Yes. 


Mr. Grary: You get certain revenues which: go Senin cf 
liability? ; 
Mr. Hanson: You get more Re that; ve get the ae 
the industry. 
Mr. Cooper: We get the rent for the use of our rails and fi 
The Cuairman: And also the land, when it is used. 
Mr. Cooper: We do not charge the trader rent for the land 
Mr. Henry: Six per cent of the value of the material which the ce 
supplies. ane 
Mr. Geary: They charge for moving cars over that siding. — 
Mr. Cooper: There would be a regular switching charge. 
Mr. Geary: -They are in your agreement. ; 
Mr. Cooper: I think what vou probably have in mind is that where 
trader would advance the cost of the siding, it would be refunded to eo 01 
car basis. 
Mr. Geary: That is not the sort of thing to which you are referring? 
Mr. Cooper: No. This is where the cost is paid by the trader, and h 


no recourse against that. The purpose is to put it into the investment accor 
so that the investment account will include everything we have. 


Mr. Hanson: He does not get it back? 
Mr. Coorrr: No. 
Mr. Cantiry: Would it not be better to describe it as a contribution’ 
Mr. Coorrr: We use the regular forms of income and profit and 
contained in the Inter-State Commerce Commission regulations. - 
tributions” is all right, but the classification says “Donations,” so we ° 
word “Donations”. oe 
Mr. Hanson: In the event of the industry falling down, yon mak 
adjustment. 
Mr. Cooper: If the siding were taken up we would have to write 1 
of the property account. a ae 
Mr. Grary: If a man ess to spend money in that way, he ca: no 
it back? ae 
Mr. Coorrr: No. shed 607 “Miscellaneous Credits and — Ss 
Mr. Hanson: - What is that? 
(After a statement by Mr. Cooper.) 


Hon. Mr. Stevens: Put it in the record simply that a pebtiol’ of th 
an adjustment of certain securities bought out of sinking fund. a3 


Mr. Cooper: We have a credit of $2,092,000 from the writing u up 
stock of the Detroit and Toledo Shore Line. We have $714,000 par value; 
were carrying it in our accounts at $50,000, and we wrote it ee to three | i 
par value. 

Hon. Mr. Stevens: Why? 


Sir Henry TuHornton: Because the proprietors of the railway 
jointly owned by ourselves and some other railways decided that the 
value of the property justified writing it up to that amount. —__ 

Mr. Henry: It was approved by the Inter-State Commerce C ) 

Mr. Cooprr: Yes; it was really done to make our balance sheet 
now before the Commission of the Grand Trunk Western Conse. p 
reflect the situation. _ $2,092 000 is the Shore Line stock. 
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BARY: Any other items in that? 

tar PER: Another item is $387,000 which was the capital stock of the 
rminal Railway Company. 

Mr. STEVENS: The same thing? 

Coopmr: Yes. We have another item of $227,000, and then an item of 
) which was the amount carried in accounts 779 and 780 on the balance 
», and which we moved down to account 784. This also was done in con- 
ion with the presentation of our Grand Trunk Western situation before 
mission. The purpose was to prepare a balance sheet which would 
erly show the situation to- -diay, and the things which we did were done 
| the approval of the accounting officials of the Commission. 

Geary: That would be a charge in this particular account? 

Cooper: No, these are credits. 

Geary: That means a writing up of that item. 


Ir. Coopmr: In respect to the Shore Line stock and the Toledo Terminal 
it po involve the ees up- of account 706, and the eon 


It is a credit et ho the Profit and Loss account. 

- Cooper: Why certainly it is. 

M And a charge to the other two? 

Mr. Cooper: Yes, you can describe it that way. To put it accurately, it 

transfer to Free Surplus of surplus which had been appropriated for invest- 

in physical property and for debt redemption. 

Mr. Geary: I think I have it in my own way. 

ir Henry THorRNTON: You describe it accurately, and Mr. Cooper de- 

it technically. : - 

on. Mr. Stevens: It only brings forward the necessity of carrying out 

what Sir Henry mentioned the other day that he had in his mind and had been 
rk 2 on, namely, the revaluation of the whole financial structure. In other 

this main item of $278,000,000 in this case has been written up, whereas 
yw there is contained in that some items which should be written down, 

t is rather desirable that that adjustment should be made as early as pos- 

was hoping we might have had something from Sir Henry this year. 

Sir Henry Tuornton: That statement will excite nothing but applause 
fhis side of the table. 

Mr. Geary: We can divide the applause amongst different items. 

Sir Henry THornton: Then we will have a continuous symphony. 

Geary: I hope it will not be a discord. Roughly speaking, how is 

de up, Mr. Cooper? 

Cooper: The $472,000,000? 

Is it the general government advance? 

Cooper: £278,900,000 of that is interest accrued in favour of the 


That is on the credit side of your balance sheets? 


SOOPER: Yes, and the balance is the excess of fixed charges over oper- 
¥ income over a period of years for all the companies. It is the accumulated 
f the Canadian Northern, the accumulated deficit of the Grand Trunk, 

nd Trunk Pacific and all subsidiary companies, and the results of the 
ian Government Railways from the date they were transferred to the 


n National for management and operation. 
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Mr. Grary: You have it as from the time you tents over oe 

Mr. Coorrr: Yes. The books constitute a proper historical. ree 
continuous operation. 

Sir Henry THoRNTON: We took iice as we found them. — 

Mr. Coorrr: Mr. Matthews was speaking of the position of Touc 
Company as auditors, but we are the successors of these corporations an 
simply continued their records. We did not commence a new set of books. 

Mr. Geary: You accepted them as stated by the company as fe Janua, r 
1923? You did not change those previous figures? 

Mr. Coorrer: No. 

Hon. Mr. Dunnnine: We are stil! those companies. 
, Mr. Geary: I was wondering if vou had gone into the bookkeeping 

that. age 

Hon. Mr. Dunnine: The date the present organization took control from 
the original private owners goes back to 1919, but “there has been a cont 
company record. 

Mr. Geary: Which you have controlled since that time. 

Sir Henry THornton: I think Colonel Geary is right there. 

Mr. Geary: You do not admit the correctness nor have you any 
do with the correctness of the books as you found them? 

Mr. Cooprr: No. I think it is a correct statement. Neither in the in e 
ment in property accounts nor in the corporate surplus account could we cert: 
as to their correctness. 

le McLean (Melfort): Does that include deficits accumulated on the ¢ 
roads? = 

Mr. Cooper: It includes the accumulated deficits of those companies 1 
back to-their inception. 

Hon. Mr. Stevens: With the exception of the I.C.R. 

Mr. ‘Cooper: Yes. 

Iion. Mr. DunNn1NG: The companies are still here. We are merely mana 
them now instead of the people who formerly managed them. a 

Mr. Geary: That will come in in the reconstruction? te 

Hon. Mr. Dunnine: Yes, it is a big part of the problem. . 

Sir Henry THorNToN: The big part of the problem in developing ou 
proposed financial structure was the investigation of this very thing, ayd ' 
finding out what the actual financial positions of those constituent compan: 
were. 

Hon. Mr. Srevens: Mr. Chairman, the Minister (Hon. Mr. Dunnin 
mentioned the other day that he felt we should not discuss this questi 
financial reconstruction because of the action of certain old Grand Trunk sha 
holders. Naturally I do not want to embarrass the Minister, but would 
seriously interfere with proceeding with the matter? 5 

(After a statement ay Hon. Mr. eee ) 


to discuss the ne at ee time. 


The CHAIRMAN: We have already discussed items 501 and 531 in the ae 
for the operating expenses. We might go on from there. 


Mr. Cooper: Account 532 “Railway tax accruals”. 
Hon Mr. Stevens: What are those, briefly —in general terms? 
Mr. Cooprr: Provincial, municipal and state taxes. 
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Mr. Stevens: On real estate, and so forth? 

. Cooprr: On the physical property of the company. 

Gary: Accrued, but not due. : 

Mr. Coopmr: Some are paid, and some are accrued. In Canada, most of the 
are paid; in the States they are accrued. That is a charge to the 1928 
me account—the liabilities for unpaid taxes you will find in item 771 on page 


Hon. Mr. Stevens: Why do you use the word “accruals” there instead of the 
ld statement “railway taxes”? It implies that it is an adjustment, as you adjust 
st not yet due. These are paid, are they not? 
_ Mr. Cooprr: I will put it this way: the total charge to income during the 
was $4,998,000, of which $1,772,000 had not been paid at December 31st. 
‘Mr. Guary: It is railway taxes paid and accrued. 
Mr. Coopmr: Yes. The entire ineome account is on the accrual basis, not on 
cash_ basis. , 
Mr. Hanson: And covers the total liabilities for the period. 
_ Mr. Cooper: The earning and expenses for the year. 

Mr. McLean (Melfort): When are those taxes payable? 
_ Mr. Cooper: This item of $1,772,000 is chiefly in the States; it becomes 
payable around the first of May. 
Mr. Gmary: This is the appropriation up to December 31st? 
Mr. Cooprr: It is the appropriation of taxes chargeable to the 1928 income 
unt. 
‘Mr. Geary: You do not compute that on a per diem basis, but take the whole 
sum as assessed and levied on you. 
_ Mr. Coopmr: We estimate what our taxes will be and charge it to income 
th by month. At the end of the year we find out what our unpaid taxes are, 
and we adjust the income account to that basis. 
Mr. Hanson: There has been an agitation in some municipalities in the 
itime provinces with respect to this. The railway has not changed its policy 
respect to that? 
Sir Henry THornTon: No. 
Mr. Cooprr: Account 533 “ Uncollectible Railway Revenues”; “ Railway 
Operating Income”; account 502 “ Revenues from Miscellaneous Operations ”; 
unt 534 “ Expenses of Miscellaneous Operations’; and account 535 “ Taxes 

iscellaneous Operating Property”. ‘‘ Miscellaneous Operating Deficit”, 
tal Operating Income”. Account 504 “ Rent from Locomotives”; account 
“Rent from Passenger Train Cars”; account 506 “Rent from Floating 
ment”; account 507 “Rent from Work Equipment”. 
Hon. Mr. Stevens: Do not let us go too fast. 
r. Hanson: Or we will be out of a job. 
on. Mr. Stevens: Not only that, but it will mystify some of us fold here. 
Hon. Mr. Dunnine: Impossible. \ 
Mr. Coorrr: 502 are the revenues ‘rom our different hotels; 534 the ex- 
es, and 535 the taxes against the hotel properties. 
Mr. Hanson:, This shows the deficits in italics. 

-Cooprr: $133,545.89 is loss, and the principal reason for that loss is 

the charge to the Chateau Laurier operations of some $200,000 in connection 
he cost of alterations. 


r. Hanson: Does that take into account interest on capital invested in 
re 
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Sir Henry THornton: No. : 
a, Hanson: Just simply operations. 
. Cooprr: woe 


will cost. to date? 
Sir Henry Lae ee I cannot give that offhand. =~ 


cost. of finishing, Tchad Fuenelanee 


Mr. McLean (Melfort): Mr. Cooper, would you explain “the 
charged to the Chateau for alterations, before we can use it? 


Mr. Cooprmr: Yes. The ats were weit to make an estim 


as representing property retired, in eG RAECHOR eit the alterations, ne 
cost of moving furnishings and equipment and things of that sort frot ie 
place to another. They gave us an estimate of $600,000, and they i 
that $200,000 of that had been incurred up to December 3ist, so we cha 
against the hotel operations $200,000. 
Mr. McLean (Melfort): None of that is charged to new capital 


Mr. Cooper: No. Of the cost of the alterations of the Chateau w 

to absorb $600,000 in our operating account. 
Mr. McLean (Melfort): If it had not been for that, you would have sho 

a profit? 


Mr. Cooper: Apart from that we would have had a profit of 86 000, 
compared with a loss of $12,000 in 1927. 


Sir Henry THornton: We will give you that statement to-morrow. 
Hon. Mr. Stevens: Give the number of additional revenue rooms a 
The CHAIRMAN: Ttems 504, 505, 506 and 507. Item 508 “ Joint 
rent income’ 
Mr. aa What is that item for? 


Mr. Cooper: That is the rent we receive from other carriers miele 
pate with us in the joint use of properties such as, for instance, the Ot 
Penal 3 


Mr. Henry: For which the National has invested the ane 


“Miscellaneous Rent Income”; account 511 “ Miscellaneous Non-o 
Physical Property ”; account 512 “ Separately Operated Properties—P1 
account 513 ‘ Dividend Income”; account 514 “Income from Funded 
ties”; account 515 “Income from Unfunded Securities and Accounts”. 
Of this latter $607,000 is interest on bank balances; $426,000 - j 
during construction on capital expenditures—those are the two principal 1 
in the account. gate 
Item 516 Tneome from Sinking and other Reserve Funds ”’; BY 
cellaneous Income”; 536 “ Hire of Freight Cars—Debit Balance ve 


on foreign lines. In 1928 we had an increase of 3,293,000,000 net 
In 1927 we handled 466 net ton miles per car days, and theoretica 
have required 7,066,000 car days to handle the additional tonnage o 
This at a per diem! of $1 per car per day would have increased the a 
diem balance by $7,066,000. Economies were effected by improved 
portation methods resulting in heavier loadings and quicker movement 
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r loading was increased from 24-80 to 25-32 tons, and the average 
ar day increased from 28-8 to 30-5. The result has been to increase 
et ton miles per car day from 466 to 510, and we calculated with that 
d theoretical adverse per diem balance we could have exceeded by 


. Mr. Srevens: In other words, while it increased $2,200,000 it might 
that theoretical basis increased $7,000,000. 

Henry Tuornton: Had the transportation performance not been 

that would have been the case. 
m. Mr. Stevens: Coming back to what I asked you the other day, it 
seem like a striking increase in the use of foreign cars. 

Sir Henry Tuornton: No doubt about that. 

on. Mr. Stevens: The point which agitates my mind is this; I recall very 
about 1919 or 1920 there were very strenuous efforts made by United States 
anies to get back their cars owing to the shortage which accrued on their 
ads. Assuming that such an event occurred again would not the National 
y find itself very seriously handicapped by the withdrawal of those cars? 


ir Hmnry THorNton: Undoubtedly, Mr. Stevens. If we were unable 
rely upon foreign lines for the use of equipment, such as we did last year, 
ould find ourselves seriously embarrassed. On the other hand we feel that 
isk is not sufficient to justify equipping the railway with sufficient cars to 
care of the seasonal movement, having regard for the fact that a very large 
roportion of those cars would be idle the rest of the year. It is entirely a 
latter of judgment. 
r. Geary: You do not build up to your peak? 
ir Henry THornton: No, and I do not believe any industry is really 
tified in taking care of the seasonal and periodical peak conditions in their 

ess. 
_ Mr: Henry: I might add to what Sir Henry has said by saying that the 
uk conditions in Canada do not synchronize with those in the United States, 
| therefore there is an opportunity of using the cars. The circumstance to 
ich Mr. Stevens referred related to a condition following the close of the war 
there was a shortage of equipment all over. That has been largely cured 
he United States; they have all the necessary equipment now. 
Henry TuHornton: And it is only fair to remember also that the 
nand for equipment resulted from an extraordinarily big crop last year, 
ch was somewhat exceptional. 
Hon. Mr. Srevens: Let me put it this way: to capitalize the $2,200,000, 
ich was the increase over last year in this form of service, would give you 
),000,000 at 5 per cent. : 

Hon. Mr. Dunning: But you have to pay interest on it every year. 
_ Hon. Mr. Stevens: That would give you 14.000 new cars. 

Mr. Henry: I do not think your figures are quite right. You are figuring. 
ay. 
don. Mr. Stevens: No, I am taking what you paid out in excess this year 
st year, $2,200,000. If you capitalize that, it will give you more than 
),000 at 5 per cent. : 
Mr. Henry: That is on the basis of $1 a day. The fact is that the whole 


pay st 


e dollar is not represented by capital; I think it is about 60 cents. 

m. Mr. Stavens: You paid out that amount. I do not care what you 

pe diem; you paid $2,200,000 in excess of what was paid last year for 
ervice. — 
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$40,000,000 woe of equipment to offset that. 


Hon. Mr. Stevens: It would provide for that, but you. “ofl 
it, and if you take that capital you could provide the very best modern 
cars—about 15 000 or 16,000 of them. » 


Sir Henry THornton: Mr. Stevens means that instead of paying 
excess per diem the thing to do is to pay it as interest on equipment pure 
as far as it will go. 

Hon. Mr. Stevens: The point at issue is whether or not that is a 
vagant way of doing business. If you will permit me to digress for a ome 0 
what is your total number of freight cars? 


Mr. Henry: About 118,000 or 119,000. ay 


Hon. Mr. Stevens: You could add, say, 5,000 and probably save a gre 
deal of money in that way. 


Mr. Geary: You would have to charge a depreciation on the ‘cars. 


Sir Henry THornton: That includes certain charges on the liabilit sic 
as well. We are strengthening our equipment in quality and character as - 
as numbers year by year. It has to be done with caution and with prudence 
with reasonable regard for the company’s general financial position. The re 
answer to your question is that in the opinion of the operating officers 
myself we consider, having had regard for all the circumstances, that this is the 
prudent thing to do. There may be a difference of opinion, but this is what v 
think is a prudent thing to do. 

Hon. Mr. Srevens: In order to get these figures quite clear on the recor 
what is the gross total amount paid out for the hire of freight cars last ye 
This (indicating) gives you a debit balance of $5,800,000. That represents t 
amount in excess you paid out over what you received, for the hire of your i 
from other roads. That is correct? 

Mr. Coormr: Yes. 

Hon. Mr. Srevens: It means that an enormous number of foreign cars a 
being used? 

Mr. FarrweatHer: Approximately $13,000,000 paid out, and approximate 
$7,500,000, received. These figures will not agree with the income accoun 
because the income account, as Mr. Cooper has said, is on the accrual basis, an 
these happen to be on the monthly basis. 

Hon. Mr. Stevens: They are very close. Your difference is $6,000, 000 
this is $5,800,000, so to all intents and purposes it is the same. ‘ 

Hon. Mr. Dunnine: That means that other railroads paid us when we re ha . 
cars to spare within a measureable distance of what we paid them. 

Hon. Mr. Strvens: No, that is not the point I am making. You pai 0 
$13,000,000 and received $7, 500, 000. { 

Hon. Mr. Dunnine: The point I am making is that there must have bee 
a period during the year when we could let them have a large number of ¢ our 
cars. 


Mr. Hanson: That is a constant factor. They are using some of yo 
cars all the time, but then the actual cash is $5,000,000, and the $2 000. OC 
accruing makes approximately $7,000,000. 


Sir Henry THornton: We figure that it costs us 95 cents a day to 
car, and $1 a day to rent one. 


Mr. Hanson: Are they as close as that? 


Mr. McLean (Melfort): The information I should have in order to 
of this would be as to the number of days during which you See — fo 
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01 ‘instance, if you had 100,000 cars—or any number—for a few days it 
not pay to build them, but if you had them in use over a period of six 
hs, it probably would.” 


Reo 


doubt about it but what as the years go by we will build up our equipment 

h in the number of cars and their character, but all those things cannot be 
in a year, or in a few years. It has to be a general upbuilding. 

Hon. Mr. Stevens: What do you include in the 95 cents? 


_ Mr. Coorrr: Maintenance, 39 cents; replacement 15 cents; taxes, 4 cents; 
erest 235 cents, and other allowances, 12 cents. 


don. Mr. Strvens: Forty-three cents of that amount you would have to 
on your hired cars, because you have to keep them in repair and pay the 
es, so it would not be 95 cents as against $1, because your $1 is increased by 
aintenance of the car. 

_ Mr. Cooper: The cost of maintaining a hired car is charged back to the 
own: Wks 
Hon. Mr. Srevens: Do you mean to say that you do not oil the cars, and 

forth? 
Ate ar t . ‘ . . 
SS Mr. Coorrr: Running repairs, yes, but they are a very small proportion of 
maintenance of the car. The main repair cost of a hired car is charged back 
he owner, because the $1 which he receives compensates him for that. 

on. Mr. Stevens: I can understand it for what we may call major opera- 
is only, but in the daily running expenses it would be— 

Mr. Cooper: No; I was told at one time that repairs would be divided 95 
r cent owner’s defects and 5 per cent running repairs. 
Mr. Hanson: Is it the invariable custom that all repairs are paid by the 
ers? Consider a case on the Transcontinental where they had a wreck 
ar McGillivray Junction within the last six months where there were a num- 
of foreign cars damaged, and the damage must have amounted to thousands 
lars. : 
‘Mr. Cooper: If we wreck a foreign line car, of course we have to pay for it. 
le $1 includes repairs, replacements, taxes, interest, and one or two other 


Mr. McLran (Melfort): If might clear the matter to a certain extent if 
could get the number and classes of cars required for a short period—for a 
mal rush. 

Sir Henry THornton: We can get that for you. 


Mr. Geary: Have you a demand for cars by foreign roads which at times 
annot supply? Have you not had more times when you could not be sure 
snting them? 

Sir Henry THornton: It depends entirely on circumstances. 


r. Henry: Probably 1 can explain what you have in mind. In Canada 
ak occurs from about the 15th of September until the 15th of December, 
t that time we require about 25 per cent more cars than the average, but 
or that period. Now, if we would invest in the total number of cars 
d to take care of that maximum peak, we would have to find other work 
em to do some place else, and probably we could not find it. 


on. Mr. Stevens: I would not like to let the Committee have the im- 
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that this year we have $2,200,000 above what’ it was last year, and I 
for the justification of that excess. I quite understand ‘that y 
season and must get extra rolling stock and it is good to get foreign 
for that period. I rather imagine the American roads are at time 
quite a bit of extra stock for the same purpose. 
Sir Henry THornton: They are very glad to let us have cars 
cannot use them themselves. : 
Mr. Hanson: The net amount paid is a huge sum—$5 500,000 
paid. 
Sir Henry THornton: Of course, a great deal of this depen 
balance of international traffic. We get a very large number of Ame 
which come to us loaded, and we try to send them back loaded. It Ww 
foolish to send them back empty if we could load them. | 
Hon. Mr. Stevens: You hang on to them until they are loaded E: : 
Sir Henry THornton: Every road does. ~ 


Mr. McLean (Melfort): What part of this $2,200,000 is Pane to ‘i m1 
ber of American cars loaded, upon which rental has been paid until t. 
be sent back loaded. 

Sir Hpnry THorntTon: Undoubtedly a good portion. 

Mr. Henry: A great portion of the Grand Trunk Western cars com 
empty. ‘ 

Mr, Geary: How do you keep track of a freight car? ts like 
for a needle in a haystack. 

Mr. Henry: They have a record of every car. 

Mr. Geary: One of your cars may be in Texas. 

Mr. Henry: Absolutely. 

Sir Henry THornton: I saw one in Mexico. 

Mr. Geary: You won’t get that back; it is probably amas b 
Do not these cars ever get lost? < 

Mr. Henry: There is another instance I might mention. This per di 
includes the rental for private cars as well, and even with everything else tal 
into account, you would still have over $2,000,000 of an adverse P 
balance by virtue of that one thing alone. 

Mr. Hanson: I thought you had a whole battery of private cars. 

Mr. Henry: I mean private freight cars such as special reteizaraigs 
which come through on a margin basis. 

Mr. Cantiey: If you had abundant traffic, would you not ae more 


Sir Henry THornTonN: What do you mean by “abundant traffie’”’ 
all due respect to you, Colonel Cantley, that phrase is a little loose. 


Mr. Cantey: If you had ample capital— 


‘Sir Henry Tuornton: I do not think that would materially a 
policy. Why spend your own money when you can use somebody else’s? 


Hon. Mr. DuNNING: One of the criticisms against public ownership in Et 
is that institutions which are able to go to a taxing body for the purpose of rai 
money have a tendency to overequip, as being the easiest thing for the m 
agement to do. I have had to go into this thing with respect to 
equipment loans, and I think this whole discussion is rather a complime: 
the management. Naturally I take their view of it as we examine it f: 
to time, and I rather think they give every indication of watchi 
from the point of view of the economics of this particular system 
regard to the fact that they can come to the government to Bet mo 
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ae [OR ron : Consider a road like the Pennsylvania. Its gross 

$600,000,000 a year and its net earnings are over $100,000,000. 

a railway with very ample funds, and with a very large margin 

their financial requirements and their available funds. Such a rail- 

‘undoubtedly be more liberal in the purchase of equipment, and 

be under the same necessity of watching every penny as are We, 

probably have, even if you took into regard the traffic requirements, 

per mile than we have. It all comes down to the consideration of 

stances which confront you, coupled with technical knowledge and 

rudence, and there is no formula which will tell you precicely what 

‘It has got to be the exercise of judgment on the part of those who are 
' to know something about the business, and that is about all one can 

eS 

r. Cantipy: You have a considerable number of wooden cars which are 

te. Some of them I feel very strongly are a menace to the operation 

ad. I take it that if you had ample credit or ample funds you would 

out of service faster than you are doing and replace them with modern 
t. 

Henry THornton: Affluence is no excuse for extravagance, and if we 

ent I would still proceed with the same prudence, and I hope judg- 
pon which we are proceeding now. 

Vir. CANTLEY: I hope you would:proceed a little faster. 

Sir Henry THoRNTON: We might. I instanced the case of the Pennsyl- 

nia railroad with ample funds: they could be more liberal than we are justi- 

being. 

Geary: They would scrap them quicker? 

Henry THornton: Probably. 

Geary: I do not want to belittle Colonel Cantley, but have you any 
ich are a menace to ‘operation? 

ir Henry THorNTON: I think that is too forceful a way of expressing it. 

* Cantiey: You have wooden cars fifteen years old and more which 

Id be put out of service. 

r Henry THornToN: Some of them are doing very good service. If 

Cantley makes the statement that any portion of our equipment is a 

to the railway, I would say that it is not. 

‘Canripy: It is my opinion that there is equipment which should be 


Henry THornton: That may be, but it is not mine. There are a 
hings on this railroad I should dearly love to do which involve the 
diture of money. There is nothing a railroad officer likes to see more than 
‘rock-ballasted railway, with one hundred and thirty pound rails, auto- 
ic signals, the best locomotives, and the best cars. It is a delight to look 
sort of thing, but we have to consider other things as well. 

Geary: Are you running cars which are economically wasteful which 
uld like to replace, from a dollars and cents standpoint? That is until 


et your equipment? 

Mr: Cooprr: Yes. | - 

Geary: The last few years in the life of a car probably costing 
er too much? 

Henry THoRNTON: Oh, yes. 


li 
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Mr. Cooprr: 537, Rent for Locomotives ; 538, Rent for Passen: 
Cars; 539, Rent for floating equipment; 540, Rent for work equip: 
Joint facility rents; 542, Rent for leased roads; 543, Miscellaneous ren 
Mr. Geary: You lease roads or running rights to the Canadian 
Railway, such as from Toronto to Hamilton? 
Mr. Coorrr: That is Joint facility rent income. That would be 
Mr. Grary: This Joint facility rent? 
Mr. Cooprr: This is a debit account, where we pay rent to another. 
ae Grary: You are just about paying as much as you are receivi 
that? ro 
Hon. Mr. Dunntne: About $25,000 less. 
Mr. Cooprr: 542, Rent for leased roads; 543, Miscellaneous rents; 
Miscellaneous tax accruals; 545, Separately operated properties—Loss; 
Interest. on funded debt. ae 
Hon. Mr. Stevens: Just on that—— 
Mr. Geary: The next is the important item. : 
Hon. Mr. Stevens: On this item of funded debt, on pages 28 and 29 
have the funded debt set forth. I have not had the time to go through tha 
check it up very carefully, but could we have a statement, Sir Henry, to-m 
—I think it could be given to us very readily—of thé securities that have b 
issued and sold, say, during the time since you took hold, and the amounts p 
refinanced or paid off—the maturing securities paid off and the new issues? 
Sir Henry Tuornton: What you really want, I take it, is the change 
the capital position since 1923? ; 
Hon. Mr. Stevens: Yes, but shown in that way, the total amount issu 
and the total amount paid off, leaving, of course, the increase which wo 
show, say over the period of this balance sheet. That is 1923, is it not? 
Hon. Mr. Cooper: Yes. 


Hon. Mr. Srevens: I notice there are some short issues which have b 
issued and paid off, and so on, and we might have that. ee 


Sir Henry THorntron: You understand what Mr. Stevens wants? 
Mr. Cooper: Yes, we will have that. ~ 


Sir Henry THornton: Of course, when the various properties which n 
compose the Canadian National Railway system were consolidated under on 
central administration, we found ourselves confronted with a number of differen 
properties, most of which had not been. built for the purpose of creating on 
complete unit, but had been built without any regard one for the other, an 
generally for the purpose of competing one with the other. In some cases th 
properties were, from the physical point of view, incomplete; and in mam 
other cases the facilities were badly arranged and insufficient, not in so fai 


and Chicago. We have been pursuing a consistent policy, an increasingly v: 
ous policy, to as rapidly as possible equip that part of the railway with ston 
ballast, automatic signals and heavier rail, a large part of which must nece 
‘sarily go to capital. — 
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amt the Committee to understand that when the various constituent 
ch go to make up this system were handed to us they were discordant 
to be brought into co-ordination one with the other to become what I 
id describe as a unit. 
‘There was a large number of wooden trestles which had to be taken up. Not 
that, but in most of the cases they had outlived their usefulness and had 
iorated so that they had to be renewed, and also because heavier power 
to be used.‘ 
do not want this Committee to go away with the idea that when the 
m was handed over to us we were handed a complete railway. We were 
ed a very discordant number of parts, a railway which was insufficient in 
Ly ways in its railways and traffic. All that involved a good deal of money 
wut the railway into an efficient position. And the answer as to whether that 
wise or not is found in the increasing net earnings, which have increased 
$3,000,000 for 1922 to over $58,000,000 last year. 
Mr. Geary: A good deal of that had been done before you came. 
Sir Henry THornton: The work had commenced, and some of it had 
n done; and during the intervening six years we proceeded with it with 
eater vigour than those who preceded us had been able to pursue it. And then 
ain the! great advantage was that it was all under one administration, instead 
wo, as it was before. 
“Mr. Grary: You also had to incorporate in one system some lines which 
ere built to compete with each other? 
‘Sir Henry THornron: That was the great trouble. When these railways 
ere built to compete one with the other, we found a duplication of facilities 
nd, in other cases, facilities which were badly arranged for consolidating pur-- 
oses. Unless a person really had lived with this, as I have lived with it and as: 
\e various officers of the company have lived with it for the past six years, I 
not think anybody really will appreciate what an extremely difficult matter 
as to unravel the whole thing and put it into such a shape that it will be in 
harmony instead of in discord. 
Mr. Geary: How many miles of track have you had to take up? 
Sir Henry THornton: We have had to take parts of one line and put it 
another line, so as to get a minimum grade or an improvement in align- 
bs 
Mr. Geary: The Toronto and Wastern, was there not steel laid on that? 
Sir Henry THornton: Yes, we took up part of that. 

Mr. Geary: What became of that right of way? 
a Henry THornton: We still have got it. 

r. Geary: You cannot use it, I suppose? 
Mr. Cooper: The Oshawa Street Railway is using part of it. 


-Sir Henry THornton: The railways, as we took them over, were like an 
nestra, with each instrument playing its own tune independently of the 
ers; and we are trying to get harmony out of the whole. 

Hon. ‘M. Srrvens: You ought to be complimented upon the way in which 
ave got harmony out of your organization. 


ir Henry THornton: If anyone is to be complimented it is the orchestra 
he way in which they have responded. 


‘the CHatrMAN: Iten 546A. 
Mr. Cooper: 546A, Interest on Dominion Government Advances. 
Mr. Geary: That is a little less. 
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Mr. Coorrer: About $9,000 odd, $9,664. 
Mr. Geary: That does not remain constant? 
Hon. Mr. Stevens: In last year’s statement there is a disc 
figures. In the last year’s statement, December 31, 1927, it shows 
In here for December 31, 1927, it shows $31,891,966. How does tha 
Mr. Cooper: That is the published 1927 statement included in 
dian National, six months of the Eastern Lines, whereas we take out, 
parative purposes in 1928 the Kastern Lines for the full twelve month: 
that answers Colonel Geary’s question, that the interest charged on the 
Lines was $625,000 in 1928 as compared with $613,000 for 1927. 
Mr. Geary: That is $12,000 as against $7,000,—that does not qi 
it. If you will tell me that to-morrow. : oe 
Mr. Hanson: There is a very substantial increase on your floatin; 
Sir Henry? Se ae 
Mr. Cooper: Interest on unfunded debt. That is interest on 
loans from the Dominion Government, $835,000; interest on tempor: 
from the Dominion Government on account of the Central Vermont, 
discount on notes issued to various banks securing temporary loans 
interest paid to the Dillon, Reed Company, in connection with th 
they did of Central Vermont bonds, $110,000. 
Mr. Hanson: That does not include, then, any interest on the mor 
borrowed from the bank? =a 
Mr. Cooper: It includes it as discount. The notes were discou 
we charged up $306,000 on the 1928 accounts. ee ee 
Mr. Hanson: By the way, that temporary financing with the b: 
that authorized by Parliament? Part of it was for capital expenditur 
of selling bonds, as I understand it. = 
Hon. Mr. Dunntne: Do you mean the bank credits? 
Mr. Geary: Yes, the $40,000,000. = 
Hon. Mr. Dunntnc: I cannot just at the moment answer hor 
authorized, but I know that before it went through the necessary authori 
would have to be secured. een 
Mr. Geary: You would guarantee it? = 
Hon. Mr. Dunnine: No, there was no guarantee. 
Mr. Cooper: All the advances were against monies appropriated 
liament. = ee 
Mr. Hanson: And it was a matter of policy, I understand, with 
way to borrow temporarily rather than to sell long-term securities. 
Hon. Mr. Dunnine: Yes. In the Budget Vote this year, you wl 
the bottom of page 2, the following:— $ 
Should temporary. loans be made or negotiated before t 
this appropriation either from His Majesty or other persons, 
notes, obligations or securities may subsequently be issued un 
provisions of the preceding paragraph of this enactment to ren 
or adjust such loans, or any part thereof. <2 ee 
I could not put my finger on that at the instant, but Mr. H 
Mr. Hanson: I had no question that it would be authorized, 
to know where. ae 
Hon. Mr. Stevens: You said, Mr. Cooper, that the borrowing 
banks were by notes discounted. 4 
Mr. Cooper: Yes. ats 
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. Mr. Stevens: Will you give us a statement of that to-morrow, when 
ive us the particulars of the other loans, showing just what you received 
the discounted notes? 
Cooper: They were discounted at the rate of 54 per cent. 
1. Mr. Stevens: For how long? 
‘Cooprr: Six months. They were due on April 15, and they have just 
ended for six months. 
mn. Mr. Dunnine: At the rate of 54 per cent per annum? 
r. Cooper: Yes. 
‘Mr. Geary: A little more than 54 per cent? 
Mr. Coopsr: Yes, a little. 
ir Henry THornton: A question was asked as too how many miles had 
n abandoned, and the answer is 390 miles. 
Hon. Mr. Stevens: Does that include the stretch near Edmonton? 
Sir Henry THornton: Yes. 
‘he CHAIRMAN: Item 548. 
Mr. Cooper: 548, Amortization of Discount on Funded Debt; 551, Mis- 
laneous Income Charges. Miscellaneous Appropriations of Income. ; 
Mr. Gxary: Will you tell me on that discount, is there much on your 
ent financing? 
Mr. Cooper: On the $35,000,000. 
‘Mr. Geary: In the last two or three years, you have issued 5 per cent 
ities, I suppose, and do you get anything near par for it now? 
= Sir Henry THornron: You will correct me, if I am wrong, but I think it 
was about 97. 

Mr. Coorer: The $35,000,000 was issued at 94 and something. 
_ Sir Henry THornton: I can give it to you right here. There was 
65,000,000 issued at 44 per cent, 30 year Gold Bonds, at 97-02. 
Mr. Geary: Do you know at what those reached the public? 
‘Sir Henry THornton: Yes, at 98-5. Then there were $35,000,000 40 
Gold Bonds, 44 per cent, at 94-15. issued December 1 last year. That was 


‘Mr. Geary: Are you making them all 44 per cent riow? 

Sir Henry THornton: We have not put out anything since that. 

Mr. Geary: Of course that is a question of financing, and if you make it a 
higher rate you may get more money for it, but that is what you set up the 
‘Amortization for. 

Mr. McLean (Melfort): At the time you sold your bonds? 

Mr. D. C. Grant (Vice-President, Finance Dept.): The market at the 
we put out this issue on December 1 last year of $35,000,000 was against 
We would have liked to put out more than that amount, but the market, 
h here and in the United States, the underwriters told us, and it proved to 
a fact, would not take more than $35,000,000. 

Mr. McLaan: Except at a price? 

‘Mr. Grant: Except at a price. 

fr. McLean: What would you have had to pay? 

Sir Henry THornTon: It would have gone on to nearly 6 per cent. 

‘Mr. Grant: I might mention, in connection with our equipment, that we 
enders and the price was approximately 53 per cent; but that was not sold. 
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Hon. Mr. Dunnine: It should be made clear tet that was not 5 


Mr. Geary: What does that 44 per cent represent as an interest ch 
you? “ 


: Mr. Grant: 4.82. : 
Mr. Grary: I suppose if you tried to put out an issue when call money 


other day in New York was 25 per cent you would not have got a ve gc 
price. 


Hon. Mr. Dunnine: We thought that was a very good sale. r 
Mr. Geary: I suppose I am right in this that if you got rid of all 
government debt you would have been $7,000,000 to the good? 
Mr. Cooper: Yes. ; 
Sir Henry THornton: Of course that is what governs the whole of i 


Hon. Mr. Dunnine: I am looking for ideas. Do you suggest they sh 
cancel that? cae 


Mr. Geary: No. If I knew as much as you know about it, perhaps | 
would. : 


Mr. McLxan: That is not actually transferred to the Government but yo 

hold that in accounts? i 
Mr. Cooper: That is right. ae 
The Cuamman: ‘That disposes of the Income Statement. Shall we go 

now to Expenditures and Equipment, page 23? ees | 
Mr. Geary: I would suggest that this would be a good place to stop. 


Sir Henry THornton: The next item is the Railway Operating Revenue: 
and Expenses. 


Mr. Geary: We have done that. 


The CuarrMan: Shall we go through the Expenditures applicable to invest 
ment in Road and Equipment? 


Mr. Geary: We either should take it up now or at another time, if it i 
going to take much time. 


The CHamrMAN: Does the Committee think we should go through it 
details on this account shown at page 23? 

Mr. McLean: I think we might as well. 

The CHAIRMAN: Very well, page 23. 


Sir Henry Tuornton: This, you understand, represents the additions 
capital classified in the various items which you find on page 23. 


Mr. Geary: Yes, and a very inadequate amount for Law. You have onl 
paid that unfortunate profession some $12,000. ~ 


Hon. Mr. Dunnine: I do not want to find fault with the accounting staff : 
but if they give the impression that that is all the lawyers got last year, I want 
to dissipate that idea right now. Bee 


Mr. Geary: Of course, if you buy a piece of real estate, I suppose 
legal expenses would go to capital account. = 


Hon. Mr. Dunnine: For the purpose of getting on, I would suggest to the 
Committee that we plan tomorrow’s work, as it is rather difficult to have al 
officers around at the one time. If we are through with this question, would 
it be the desire of the Committee to take up the Merchant Marine, or to take | 
up the Estimates? Or would you desire to finish up all the accounts b 
touching the Merchant Marine? ~ lak ale 


Mr. Geary: I think that would be better. | 


f 


vr 
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fon. Mr. Dunning: Can we agree that we are through with these accounts? 
see no more in them myself. 

The Cuarrman: I think we have already dealt with this in our analysis, 
e have gone through the report more carefully than we usually did in 

st. 

Sir Henry THornton: While waiting, may I make this suggestion for the 

sideration of the Committee, in order that we may get on with some import- 
matters which are being held up, that the Committee authorize say 25 per _~ 
of the Budget? Do you think that will be enough, Mr. Henry? 

‘Hon. Mr. Dunnine: Mr. Robb does that. If there is any objection on the 

art of the Committee it may be an important matter, Nothing has been voted 

yet for the Canadian National, and it is rather important. I do not anticipate 

iny objection from any quarter for the sixth, which will bring it into line with 

vhat the government will require for its own purposes, in a day or two, an addi- 

ional sixth of the Budget, $55,000,000. 

_ Mr. Geary: I do not think there is any need for our making any interim 

propriation for interest. 


Hon. Mr. Dunnine: As I understand the rule the one-twelfth or one- 
sixth, as the case may be, the general understanding is, and I do not think there 
4s any written rule about it, that the proportion is that one-twelfth of the whole 
s allocated as one-twelfth of each vote, You notice that when the Chairman 


f the Committee reads the vote out he reads one-twelfth of the estimates 
hich have been tabled. 


Mr. Guary: As far as the National Railways go, this is all one vote. 


Hon. Mr. Dunnine: Yes, $53,000,000. These estimates have been tabled 
referred to this Committee. 


Mr. Geary: 25 per cent might cover all the money which the system 
paying out to the public. Supposing of the $53,000,000 a quarter of it was 


he interest payable to the public, that might cover the expenses which we desire 
0 look into. 


Hon. Mr. Dunning: No, there is no separation. 
_ Mr. Cooprr: There is no net provision in the Budget for interest. 
_ Mr. Power: All these votes are without prejudice to any objection which 


Mr. Geary: Oh, I have no objection. Do you want to have anything 
her about the Eastern Lines, Colonel? 


Mr. Cantiry: “No. 


_ Hon. Mr. Dunnine: It would not be very convenient to answer some 
uestions unless the officers were here. 


Sir Henry Tuornton: Do I understand now that you are through with 
1¢ Canadian National Railways? 


_ The Cuarrman: Yes. Will somebody move the adoption of the report? 
Mr. Geary: Would-you leave that over until tomorrow, as Mr. Stevens and 
ers have taken quite an interest in it? 

The Cuarrman: Then we will take that up tomorrow, and also the Merchant 
Ine estimates. We-will meet tomorrow at 11. 
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MINUTES OF PROCEEDINGS 


Hovusr or Commons, 
CoMMITTEE Room 375, 
WenpnespAy, May 1, 1929. 


The Select Standing Committee on Railways and Shipping owned, operated 
ontrolled by the Government met at 11 am. Sir Eugene Fiset, the Chair- 
, presided. 


Members present: Messrs. Cantley, Dunning, Geary, Gray, Hanson, Jelliff, 
Jenkins, McLean (Melfort), Milne, Power, Stevens. 


In attendance: Sir Henry Thornton, President, Canadian National Rail- 
ays, with members of his staff; also Mr. R. A. C. Henry, Deputy Minister, 
d Major Anderson, of the Department of Railways and Canals. 


Sir Henry Thornton supplied answers to questions asked at the last meet- 
of the Committee. 


Sir Henry Thornton made a statement in which he drew a parallel between 
ondition of the Canadian National Railways during the last few years and 
obtaining on American railways, west of the Mississippi river, following 


: e Civil War. 


AN'NUAL REPORT OF CANADIAN NATIONAL RAILWAY SYSTEM 


On motion of Mr. Geary,— 
Resolved, That the report be adopted. 


TENTH ANNUAL REFORT OF CANADIAN GOVERNMENT MERCHANT MARINE 


The report addressed to the Minister of Railways and Canals, as contained 
ages 4 and 5, was read by Sir Henry Thornton, and a general discussion 


JROUSONY 2B IDIONNY, 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Housrk or COMMONS, 
CoMMITTEE Room 375, 
Wepnespay, May 1, 1929. 
The Select Standing Committee on Railways and Shipping met at 11 a.m., 
‘Chairman, Sir Eugene Fiset, presiding. 


~The Cuamman: Let us come to order. I think, Sir Henry, you had a 
tement to make this morning. 


r. Stevens asked yesterday what securities have been issued and sold from 
nuary 1, 1923, to date and what maturing securities have been paid off. 
Give also the total in each case. The answer is as follows: — 


_ Total securities matured and paid off since January 1, 1923, was $102,611,- 
67.72. There also hay been an increase in sinking funds during the period of 
:3,103,218.40. 

Details of new securities and retirements of securities as follows:— 


CANADIAN NATIONAL RAILWAYS 


Derars or New Issues 6 YEARS TO DeceMBER 31, 1928. 


Guaranteed Issues Date of Issue Amount of Issue 
As OM ets A i Bn ea ae Aug. 1st, 1923.......| $22,500,000 00 
Rama Ici Ie eM RAR ap ON UST ita leh isle agere Heb dist: O24 ine. 50,000,000 00 
PAE OG INOLER a Liat iReW SUG ic abdion tt sneer. aaa uly, Wt LOR A yeni 20,000,000 00 
Pecan Gold: Bonde heels ee ee ele ae Senta otal O24 uae: 26,000,000 00 
PemUMYeamGroldaRonds coher eM aren alee te ss! 4 els on Hebylotiy 925.025... 17,000,000 00 
Pecan Gold BONS ys ee ge ae tle wei ec Hebe lob l92b. a. 18,000,000 00 
oS) Sid) Nagpare (GROIN Byoyaol ha MER Mien aie Ee nec onic pe re Ore Duly Uist: Woe eae 65,000,000 00 
% 40 Year (Gig lvel 1B ovale oe Es SNR Carn ct ae REA a MR aa ue ae Wee mlst W928. .6. *35,000,000 00 
Thea Gite neice IRENE eae des de ly eee athe se) caal Pin iH se iolbapari dannii $253, 500,000 00 
i % Unguaranteed Issues 

Hquipment Trust Series (H”’..........- 55... es. ee eee ee July Ist, 1924........ 9,375,000 00 
aneNatuRealties Wand Morteagess).. /- 050-0. 2.- ase en Various ac iae 951,000 00 
% Equipment Trust Series ‘‘J’’... 2.2.1... ee ee May istwlO2 7 eco0. 15,000,000 00 

70 irst Mortgage 30 Year Sinking Fund Gold Bonds (N.T.R. i ‘ 

TE siayebny SURGE) aks Cok AE LRU aia eae a oe Dec. 23rd, 1927...... 3,396,000 00 
ndebtedness HONS aLerOt MnChIpam Nyc aniil iutanin cc sii Various dates, 1928. 2,441,256 00 
Total Unguaranteed Issues............-.-.22-ce sere ee [eee eee eee ete $31,163,256 60 

Merand’Motal of News ISSUES. 0580... 5.2. c eek see eee celles mee eet es eins > sie $284, 663,256 60 


tal issue of $35,000,000 included, although $8,666,000 was not actually issued until January 3rd, 
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_ Sir Henry THORNTON: -Mr. McLean (Melfort) asked what was the number 
foreign cars on system lines and the number of system cars on foreign lines 
ring the peak period. The answer is as follows:— 

The maximum peak period in freight car demand was in the fortnight 
ering on November 15. The car situation in that period was:— 


SUC CHMSGOMM IMG in we hieiy curen nem, ina, Cou kl Me aS. 144'890 


' Made up of— 


Wansraynied by SYSteMn diene se seiko i ki. 119,026 

Messowmed, (carson) toneign limes!) 1... .2 os, «= - 17,480 
; 101,546 
Cancnowmedsibynother mathwaysew Me el le tol ok ee be 788,254 
TEMES ENKE. CORN Dien PSE ON RA ETA ces ee ae ai 5,020 
144,820 


For the period from August 15 to December 15, car demand was above 
he average for the year. The average car situation in this period was:— 


Woe @egis tom ME oS Ce lie Gi In hie Ge ein een Cos ney taney uated ae Ri yeast COPE Bo) 


_ Made up of— 
GAnsowned@byasVSteml an aWeMere ie cule uw LO 275 
ess owned cars on foreign lines .. .. .. .. .. .. .. , 17,046 
102,229 
Canemommedi byothenprallwaysiin a any elias are Lhe ue oe. 33,006 
ETI NUCRGHUN Mer mtinniem area (cutie ui Cue a DME 4,883 
140,118 


Sir Henry THorRNTOoN: The word “ foreign” in connection with transpor- 
ation means some other railway than the one under discussion. For instance, 
would regard the Canadian Pacific as a foreign railway, meaning apart from 
ur own railway. The word “ foreign” has no national significance. 
Colonel Geary asked: How do you explain the decrease in interest on gov- 
rmment advances of approximately $8,000 shown in account 546A? ‘The answer 

as follows: The accounts for 1928 compared with the accounts for 1927 show 
decrease of $9,664.06 under account 546A—‘ Interest on Government Ad- 
ances.” There was a decrease of $11,767.24 brought about by the separation 
f the total interest computation as between Canadian National and Eastern 
nes, but this was partly offset by certain accounting adjustments made in the 
location of the loan account between corporations. If the amounts shown for 
Janadian National and for Eastern Lines are added together, the combined 
total for 1928 is $32,507,336 and for 1927 $32,505,233, a difference of only 

2,103. 
ir Henry THornton: Mr. Chairman and gentlemen of the Committee: 
it meets with your approval, there is a short statement I would like to make, 
vyhich I think perhaps will be illuminating and useful. It relates to the finan- 
history, if one may call it such, of the Canadian National Railways as 
ompared with the railways in the United States west of the Mississippi river. 
will try to make this statement as brief as possible, because I think it is of 
ne interest. 
When we come to regard the Canadian National Railways as a separate 
poration, and review its financial history, we are very apt to feel somewhat 
palled at the amount of money which has been spent on the property, and 

some considerable doubt as to the wisdom of the policy that was followed. 
e perhaps even to-day have doubts as to the ultimate financial security of 
> Canadian National Railways system. 
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Now, in regarding things of this sort it is sometimes useful to ha 
thing of the nature of a yardstick to measure it with, and also to have 
regard for the experiences of other things of a similar nature elsewhere. ' 
fore, while I am not attempting to make any precise comparison between 
has happened with respect to the Canadian National Railways system 
what has happened to the railways of the United States west of the Mississi 
river since the Civil War, at the same time there is a certain comparative asp 
which, when it is examined, puts our own position in a rather more encouragir 
light than might be the case if we examined it without reference to simi 
experiences elsewhere. I am comparing with the territory west of the Miss 
sippi river because from a geographical, traffic and development point of 
it is measurably similar to the situation which has confronted us in Canada 
particularly west of the Great Lakes. We find that in the territory in t 
United States, to which I refer, and in the period under consideration, there 
have been 191 reorganizations of railway properties. We find that $874,000,000 
have been eliminated—lost, in those reorganizations and securities to t 
amount of $1,141,000,000 were stepped down from a superior to an infer 
position in the reorganization. If those losses were subject to interest—as, h 
been the case with our own deficits because we are charging interest at 6 p 
cent on our deficits—the total figure which might be considered comparable 
the deficits of the Canadian National Railways and its liability to the gov: 
ment, would run into a colossal figure—I think it is $3,250,000,000. ae 

In other words, what happened in the United States was that it was a lo 
which was borne by the investors—by the public. In Canada the governme 
for good and sufficient reasons stepped into the breach and carried the burde 
which, as I said, in the United States was carried by the public, so that what- 
ever may have been the mistakes and whatever may have been the history of — 
the Canadian National Railways in the past, it is not materially different from — 
what has been experienced elsewhere, and comparatively is probably better— 

Mr. Jevuirr: What is the comparative mileage involved? : 

Sir Henry THornTon: I was going to mention that a little later, but since — 
you have asked the question I will say that it is 125,000 miles. ; 

Hon. Mr. Stevens: West of the Mississippi? 

Sir Henry THornton: Yes, only west of the Mississippi. Now, there 
facts which I think will be of interest to you. The receivership history of tho: 
railways shows that in 1875 and 1876, 12 per cent of that mileage was ing 
receivership. If you come down to the period of 1892, and as late as 1894, 29:40 
per cent—nearly 30 per cent—of the railway mileage west of the Mississippi 
river in the United States was in receivership. Again, in 1916, 20-4 per cent o! 
the mileage in the territory we are discussing was in receivership—even so la 
as 1916. . 

Now, we hear a good deal about the assistance which has been given to 
Canadian railways by the governments in the land grants of different sort 
We find that very much the same policy was pursued in the United States, a 
that the United States Government gave to its railways west of the Mississip 
river lands which were ultimately sold for $410,000,000. That is exclusive fro 
state grants. If you include state grants you find that it adds up to ab 
$225,000,000 in addition to the figures I have given you, which represent as: 
ance from the states, corresponding to assistance given by the provinces her } 

Now, here is a curious situation. Commencing with 1860 we find that the 
population per mile of railway west of the Mississippi river was 1,724. 

Hon. Mr. Stevens: In 1860? ae 

Sir Henry THornton: In 1860, when one may say that railway construc- 
tion west of the Mississippi river commenced. In 1870 it dropped to 596 souls 
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le of line; in 1880 it dropped to 365; in 1890 to 242; in 1900 to 249; 
1910 to 239; and in 1920 the population per mile of railway was represented 
62. Since that time it has climbed up. 

Hon. Mr. Stevens: How does that compare with ours? 

: ae Henry THornton: I do not know. I have not the figures, but I can 
et hem. 

: oo FairwkaTtHer: Roughly speaking, it is about 200 people per mile in 

Janada. 

Hon. Mr. Stevens: In the west it would be less? 

Sir Henry Tuornton: Yes. Now, we find from 1860 to 1920 the popula- 
tion of the western states imcreased from 5,312,000 to 35,355,000, and that 
increase of course, as you would naturally expect, took place rapidly in the 
atter years, more so than in the earlier years. In other words, the western part 
of the United States suffered a period of over-building—if you want to call it 
~such—of railway mileage, and it was not for some decades that the advance- 
ment in population overtook economically the construction of that mileage. 
Furthermore, that increment in population would not have taken place had 
he mileage not been built, and had not the public and the investors stood their 
losses during the development period. 

- The only point about that is, when you come to compare it with Canada, 
our position is about the same, or if different at all it is a little better. I think 
we are getting our results more quickly than was the case in the United States. 
Mr. Hanson: Is that not due to the fact that we produce more in Canada? 
Sir Henry Tuornton: Undoubtedly, but the real point is that in order to 
develop a country railway mileage must be built’ for that purpose, and there 
4s a certain period in which that mileage will not be profitable. Those who have 
provided the capital for the construction of such mileage have to wait until 
the population overtakes the railway. 

The Cuatrman: Are there any other questions to ask of Sir Henry? 

Hon. Mr. Stevens: You wanted to close up this report. 

The CHatrMAN: We just postponed closing it while you were absent yes- 
terday. 

Hoy. Mr. Stevens: I do not think I have any further questions to ask. 
Mr. Geary: Mr. Matthews told us something of the methods of auditing, 
and I understood him to say that these accounts were all of your set up. 

} * Mr. Coormr: That is so. 

Mr. Geary: And the balance sheet also? 
Mr. Cooper: Absolutely; everything in that report. 

Mr. Geary: And they take your set up and work back from that as far as 

_ they like? 

‘Mr. Coorrr: As far as they wish, until they are satisfied that they can 
give 


that certificate. 
’ Mr. Geary: I was going to ask you regarding your idea of this certificate. 
Anyone who knows this firm of Touche & Company knows they are thoroughly 
sponsible people, and no one will suggest they are not thorough and exact, 
and Mr. Matthews, to my knowledge, is a most excellent accountant. Do you 
think they could produce any more correct results or more understandable 


accounts? 
"Mr. Coorsr: I would say that it would be absolutely impossible for them 


to construct that balance sheet. 

Mr. Geary: You do not think any accounting firm could do that? 

Mr. Cooper: We have about 2,400 people in the accounting department, 
‘and if they were going over the work as we go over it, they would also need 
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Mr. Hanson: Then it is not an impossibility, but simply a questio 
magnitude of the task. . Baa: 
Mr. Cooper: Why should they? The purpose for which we are paid 
the Canadian National is to do this particular work. Why get in an outsi 
firm at a higher price to do what we are paid to do? 
Mr. Grary: Their function is to check back as far as they think necessa 
Mr. Cooper: Yes. They watch our work during the year; they unde 
stand our practices; they discuss our theories, and when we come along at the 
end of the year with an income statement and a balance sheet, we ask the 
to certify that it is correct, in.their judgment. 
Sir Henry TuHornton: They must take the necessary steps to be able to 
certify or refuse. : 
Mr. Gary: But the items which go into the balance sheet are subje 
to their consideration as to whether or not they are properly in? 
Mr. Cooper: Yes. ne 
Mr. Geary: And they take items on both sides of the sheet and check a 
back? : 
Mr. Cooprr: I would not say just what they do. 
Mr. Grary: They are paid by the Canadian National Railways? 
Mr. Cooprr: Yes. 


Mr. McLean (Melfort): They carry it on continuously; it is not just at— 
certain times of the year? b 
Mr. Cooprr: They have a few men in the office all the year round, — 
checking up capital expenditures, and at the end of the year they bring in 
some extra forces. It is the same practice which goes on in every industry. 
Mr. Geary: It is really just a checking up of your reports? ae 
Mr. Coorrr: Yes. There are some industries which do not employ an — 
accounting staff to make a proper balance sheet, and sometimes a chartered — 
accountant is asked to do that, but not in our case. 
Mr. Geary: So it is impossible for these outside auditors to do more 
than take your set up and check back from it to satisfy themselves? 
Mr. Coorrr: Yes; I would not hesitate to say that. 
Mr. Geary: It adds nothing to the correctness of the sheet, but increases ee: 
the promptness with which it may be received. 3 
Mr. Coorrr: No; I think it rather adds confirmation to it. If you have | 
two independent people going over one set of accounts and reaching the same _ 
conclusions as to its correctness, it adds confirmation. 


Mr. Geary: Are these retained by the government, Mr. Minister, (Hon. 
Mr. Dunning)? ee 


Hon. Mr. Dunnine: No. ts 


Sir Henry THornton: They are retained by the railway company as is 
the case with any private firm. 

Mr. Geary: Does the government step in at all on the check-up? 

Hon. Mr. Dunnine: There is our own finance department check-up, and 
the railway comptroller’s branch check-up as to the relationship between th 


Mr. Geary: You do not profess to touch the balance sheet? i “ 

Hon. Mr. Dunnine: No, but if it is an important item, I think Mr. 
Cooper would have a reconciliation of the railway accounts on the one hand 
and the government accounts on the other. : 


Mr. Cooprr: We always make that reconciliation between our record 
and the departmental records. 


Mr. Hanson: That is only one phase of the situation. 
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Mr. Beaks: Yes; we reconcile our accounts with banks and with trust 
mpanies wherever we have an account which should be confirmed by the 
itors of the railway. We have those confirmations, and we submit those 
ificates to Touche & Company. I think they also get independent certifi- 


Mr. Grary: oe far back does your accounting department ao? 

‘Mr. Coorer: We have complete control of all the accounts. 

Mr. Geary: Are your employees all at the head office, or are they dis- 

- tributed amongst the various offices? 

_ _ Mr. Cooprr: We have them in the head office, the regional offices, the 
offices of the subsidiary companies, and even in the offices of “the shops. 

Mr. Gary: And your department attends to the confirmation of all pay- 

ents, no matter how small? 

Mr. Coorrr: Our treasury department cannot pay a voucher unless there 

is a certificate from the accounting department that it has been audited and 

found correct. 

__ Hon. Mr. Dunnina: I think I did not quite catch your question at first, 

Mr. Geary. So far as the outside auditing firm is concerned, the government 

initiated that when the railway was put together as a matter of necessity. 

’ Mr. Geary: You cannot get a more responsible firm than Touche & Com- 

pany. 

Hon. Mr. Dunnitne: The theory was to get a firm of outside auditors to 

do two things: to ensure that the system followed by the railway was such 

as to give an accurate picture of the results, and also to make such tests of 

_ the various accounts with particular reference to the capital account, which they 

check completely, so as to ensure that the system followed is a sound one, 

and also to enable them to certify to the balance sheet as being correct. As 

to how far they shall go is entirely in their own hands. 

Mr. Geary: My question was directed as to whether the government or 

he system should retain them. 

Hon. Mr. Dunnine: The system retains them and pays them. 

‘Sir Henry TuHornton: I do not think it makes any difference provided 

they remain, as in this case, above reproach. 

Mr. Hanson: I agree with that. We have had long years of experience 

_ with this same firm and have found them most satisfactory. 

Sir Henry TuHornton: I would like to ask one question. I do not want 

oO put a wrong construction on the questions which have been asked, but at 

_ the same time I am personally responsible for the accuracy and honesty of our 

accounts and operations. The various other officers share that responsibility 

to a degree, but if anything goes wrong I can very quickly see my finish. Now, 

I want to ask this question, whether in the mind of any member of this 

Committee there is any doubt or suspicion as to the honesty or fidelity with 

which the previous accounts have been prepared and rendered. If there is any 

uspicion I want the fullest and most complete investigation. 

Mr. Geary: There cannot be, because we have your own excellent staff 

with an outside firm checking it up. If there is anything of that sort it would 

be a special instance which would ‘be brought out. 

Mr. Hanson: There is certainly no suspicion from the gentlemen on this 

side of the House which would lead you to make such a statement. 

Sir Henry TuHornton: I did not make the statement and I did not ask 

the question in any contentious spirit, but to see if anyone perchance had any 

uspicions—and sometimes suspicions do exist—and if any one had the slightest 

Eaecion I want to know about it right now. 
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Mr. Geary: That would only come up in connection with an indi 
item. Our questions have only been asked so that the public will know y 
is going on. 

Sir Henry THornton: My question was not asked in a spirit of criti 

or contention. * 

Mr. McLean (Melfort): All the questions have been asked for informa- 
tion, so that the Committee may understand the system better, and the publ 
through the Committee’s report, can better understand the situation. 

Sir Henry THornton: I would rather answer ten unnecessary questions | 
than let one go by which ought'to be answered. I would like to have mo 
questions rather than a less number. oe 

Mr. Grary: In order to have the public confidence, I am sure you are gla 
to answer any questions. 

Hon. Mr. Dunnina: It also has the value of giving the Committee a 
greater education in railroading. rae 

Sir Henry THornton: I think it is profitable both ways; certainly I have 
profited. 

Mr. Geary: As far as the accounting department goes, a great many ques- 
tions have been asked concerning which the department has been able to give 
complete information and has made understandable replies. 4 

Sir Henry THornton: I have noticed, with the passing of the years, with ; 
a great deal of satisfaction, the improved relationship between the House of 4 
Ccmmons as a whole and the railway, and between this Committee and those 
who sit on this side of the table, and to-day all of our officers look forward 
with pleasure to meeting this Committee instead of looking at it as an unpleasant 
inquisition. Be 

Mr. Gary: That does not say if there is any suspicion to be raised about — 
anything that you may not expect it to be raised as thoroughly as it can be. 

Sir Henry Thornton: I want it to be raised every time. I want nothing 
concealed, because our only defence is honesty and frankness. 

Mr. Hanson: I would: not like to go on record as supporting Mr. Geary 
without reserving my opinion as regards public ownership. We are committed 
to public ownership in the ‘case of the National railways, and every one of us 
wants to see it succeed, but in regard to that principle being applied to every- 
thing, I want to make my position clear that I am not as whole-heartedly in 
support of it as is Mr. Geary. . 

Hon. Mr. Dunnine: Could you two gentlemen (Messrs. Geary and Han- 
son) not agree that so far as public ownership applies to the Canadian National 
Railways system, you are both behind it. It is the only thing to do at the 
present time. That, I think, will be common ground. ‘ 

Mr. Hansonz I might go that far. I think it was brought into public 
ownership because there was no other way out. 

Mr. McLean (Melfort): It is a case of it being here, and we must make 
the best of it whether we like it or not. aa: 

__ Sir Henry Tuornton: If this thing continues there will be only one 
political party in Canada. : 

The CHatRMAN: It will degenerate into a society of mutual admiration. 
I think probably Mr. Stevens would also become a member. Will some one 
move that the annual report of the Canadian National Railways system be 
adopted? : 

Mr. Geary: I will so move, Mr. Chairman. 

Mr. McLean (Melfort): I second that motion. 


(Carried. ) 
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Je ey 
he CHAIRMAN: We will now proceed with the tenth annual report of the 
nadian Government Merchant Marine. Will you proceed, Sir Henry? 

Sir Henry THornTon: This is the tenth annual report of the Canadian 
ernment Merchant Marine. The accounts as certified by the auditors show 
eases of $1,121,453 in operating revenues; and of $633,106 in operating 
penses. The net operating loss was $1,209,083 as compared with a correspond- 
g loss in 1927 of $720,735. 

- The operating ratio for 1928 was 113-27 per cent as compared with 107-04 
r cent in 1927. 

After debiting $2,431,315 for depreciation and $3,905,126 as representing 
terest on Government notes and advances, the total nominal loss for the year 
was $7,545,525 as compared with $7,086,939 in 1927. 

Generally speaking the adverse showing was due to reductions in rates, to 
increased competition on certain routes as well as to the strike at Antwerp 
during the summer months and the continued reduced buying power in South 
Wales due to the limited coal mining operations. Owing to these unfavourable 
conditions a comparison of the actual earnings in 1928 and 1927 does not reflect 

the true position. 

‘Study is being given to the reorganization of certain services looking to 

securing better results in future. 

- The only accidents to report are the grounding of the Canadian Mariner, 

and collisions met with by the Canadian Explorer and the Canadian Rover. 

In connection with the West Indies services, arrangements are being made 

to transfer seven vessels of the fleet from the company’s accounts to those of 

the Canadian National (West Indies) Steamships, Limited. 

The three new vessels for the West Indies Service Eastern Route, namely, 

Lady Nelson, Lady Hawkins and Lady Drake, were delivered by the builders 

in 1928, the first two named steamers sailing from Halifax on December 12th 

and 28th respectively. As neither of these steamers completed a voyage in 

1928, the voyage results will be included in the West Indies Company report 

» dor 1929. 

‘The two steamers intended for the Western Route, namely, Lady Somers 

and Lady Rodney, have just been delivered. When they commence operating 

Canada will have fulfilled her obligations as regards the provision of steamship 

services under the West Indies Trade Agreement of 1925. 

‘The maximum number of directors has recently been increased to corre- 

spond with the directorate of the Canadian National Railway Company, with 

the result that in future the boards of the two companies will be identical. The 
enlarged board is shown in this report. 

The directors have pleasure in recording their appreciation of the satisfac- 

tory service and continued loyalty of the company’s officers and employees 

both afloat and ashore. f 

The CuarrMan: Shall we now go on with the consideration of the balance — 


Mr. Hanson: There are one or two matters arising out of the report. Will 
he new corporation of the Canadian National (West Indies) Steamships, 

imited, be a subsidiary of this company, or what is your corporate layout? 

Sir Henry Tuornron: It is a separate company, from a corporate point 

f view. 

Mr. Hanson: Is it a subsidiary of this company? 

Sir Henry THornton: For convenience it will be included in the report 
f the Canadian Government Merchant Marine, but it has a separate corporate 
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Hon. Mr. Stevens: Who owns the stock? 
Sir Henry Tuornton: The Government owns all of it. 3 
Mr. Hanson: It is really a second steamship company, but for a co: 
purpose it will be handled as you suggest. 
Sir Hnnry THornton: Yes. : 
Mr. Hanson: What is the gross cost to the company of implementing the 
provisions of the West Indies Trade Agreement of 1925, in so far as it relat 
to the capital expenditures of these steamers? a 
Mr. Coorrr: Order in Council 433 authorizes us to borrow $9,500,00 
against the capital expenditures of the West Indies Services. ee 
Mr. Hanson: That is your enabling authority? 
Mr. Coorrr: “Yes. 5 
Sir Hanry THornton: How much have we invested already, Mr. Cooper 
Mr. Coorrr: The cost of the five “Lady” boats is approximately $8,084,000. 
Mr. Hanson: In addition to that, you will use, will you not, some of the 
other ships, or do these five ships cover the whole route? B 
Sir Hpnry THornton: No; there will be some additional ships. 
Mr. Coorrr: The Canadian Aviator is to be converted; the cost of tha 
conversion is $351,000. mer 
Mr. Hanson: Without taking anything into account for the book value of i 
the ships. 1 Sr 
Sir Henry THornton: If you look on the last page of the report you will 
see at the bottom seven ships with their deadweight tonnage, which are to be | 
employed in connection with the new West Indies service. 
_ Mr. Hanson: I want to know what the cost to the country will be for 
those seven ships, to be converted, so that we will know how much money we 
have invested in carriers for this West Indies service. I do not expect an answer 
to that now. 
Mr. Coormr: Taking the original book cost of the present ships in the Mer 
chant Marine, they would simply have to be written down to a depreciate 
figure, to which would be added the cost of conversion, to enter into the ne 
steamship setup. 
Mr. Hanson: You write off every year so much for depreciation? 
Mr. Cooper: We do not write off the cost of the vessels, no. We set up» 
depreciation reserve. It is entirely a bookkeeping entry. We do not reduc 
the book value of the vessels themselves. 
Mr. Hanson: You set up a reserve? 
Mr. Coorrr: Yes. 
Mr. Hanson: And the difference is the net? “a 
Mr. Cooper: I thought you said you reduced it, and I was correcting that 
point. 
. Mr. Hanson: The practical effect is to reduce the book value? 
Mr. Geary: That would not go into the transfer of book values, becaus 
there will be a credit to your depreciation reserve. — ; 
Mr. Hanson: And the net is the present cost of those ships so transferred 
Mr. Henry: $25 per ton is the value at which they have been tentatively 
taken in. \ 
Hon. Mr. Dunning: It would be unfair to take them in at anything like — 
the original cost, less ordinary depreciation. 
Mr. Hanson: Probably so, because they were built at war prices. What 
I am trying to get at is about how much mone , In millions—that will be cl 
enough for me—we are going to invest in this service. i 
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lon. Mr. Dunnina@: Including the cost of transferring the boats. 

tr. Hanson: And the conversion. 

Mr. Cooper: It will be $9,500,000. 

Mr. Hanson: You have spent $8,000,000 for the new ships, and it costs 

0,000 to convert each one of these other seven? 

‘Mr. Coorrr: No, just two. The Aviator and the Hunter will be con- 

ed. The make-up of that $9,500,000 is: $8,084,000 for the five new ships; 

the Aviator was converted at a cost of $351,000, and Wahl and Company, naval 

uitects, of London, England, placed a value on the vessel after conversion, 

425,000, so I am putting in $425,000 for that ship. 

_ Mr. Hanson: Without anything for this $25 per ton to which Mr. Henry 

eferred. ; 

Mr. Henry: Approximately $25 per ton. 

_ Sir Henry THornton: It is the cost of conversion plus about $25 a ton. 

_ Mr. Hanson: ‘You are putting her in at a valuation of $425,000. 

Mr. Coorrr: Yes. The same with the Hunter. 

__ Mr. Geary: I did not quite catch that. That is not $25 per ton on the 

viator and $350,000 for conversion, with your present valuation of $425,000. 
Mr. Cooprr: I am putting the value placed on the vessels by Wahl and 

ompany, and they said that they were worth $425,000 after conversion. 

_ Mr. Henry: Apparently in that case they have put a little lower valuation. 

Mr. Coorrr: The Carrier, Otter, Runner and Volunteer each go in at 

$114,000, which is $25 per ton. There is no conversion there. 

_ Mr. Cantey: What about the Sapper? 

Mr. Coorrr: I put that in at the same figure. 

‘Mr. Hanson: There is $8,000,000 for the Lady vessels, and seven, of the 

ats go in on a valuation made by the naval architects. Give the ships and 

_ the amounts, and we can get the gross in that way. 

__ Mr. Cooper: For the five Lady boats, $8,084,000; for the Aviator, $425,000; 

for the Hunter, $425,000; for the Carrier, $114,000; for the Otter, $114,000; for 

e Runner, $114,000; for the Volunteer, $114,000; and for the Sapper, I would 

say, $250,000. 

_ Mr. Hanson: She was one of those which had been converted? 

__Mr. Coopmr: She was converted and the cost of conversion was $180,000. 

As I say, she goes in at $250,000. 

Hon. Mr. Dunnina: These figures are all approximate? 

_ Mr. Cooper: Yes. I think as far as the four ships at $114,000 each are 

meerned that has been tentatively agreed to, but as far as the two ships at 

'),000 are concerned, I do not think there has been any agreement on that 

as yet. 

"The CuainMAN: What is the total of the figures you read? 

Mr. Coopmr: About $9,750,000. 

“Mr. Hanson: What other capital expenditure will be required before the 

Canadian National (West Indies) Steamships, Limited, is a real going concern, 
s there any other capital? 

Mr. Coormr: I do not know of any other. 

Sir Henry Tuornton: I do not know of anything else. 

Mr. Hanson: Unless you are building docks in the West Indies, for 

stance. 

Sir Henry THornTon: We have not embarked on that. 

Mr. Hanson: Or hotels—such as the Constant Springs. 

ir Henry THORNTON: That is a United Hotel proposition. 

ir. CANTLEY: I suppose you are supplying additional refrigerator cars to 

care of this fruit traffic? 
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Sir Henry THornton: That is not included in this. 
Mr. Cantey: You probably will have more cars than you otherwise 
have, to take care of this traffic? 
Sir Henry THorntoN: Probably. 
Mr. McLean (Melfort): Could these ships be sold at about this pri We 
Mr. Cooprr: I cannot answer that. . 
Mr. Woop: Well, I think if these ships were fixed up and in shape th 
should bring at a sale probably in the neighbourhood of $35 to dicey per 
in good shape. 
Mr. McLean (Melfort): Before being fixed up? 
Mr. Woop: Before they were fixed up they would bring, I should thi 
‘probably $25 a ton. 
Mr. Hanson: However, this is but an arbitrary figure between the twa 
government departments. E 
Hon. Mr. Dunnine: There is a rather important factor into which L need 
not go at this time. We have not got the ships at these figures yet. & 
Mr. Geary: How will it affect the balance sheet? 
Mr. Cooper: It will be a separate balance sheet. The capital stock of the 
West Indies company will be held by the government, but it will not appear in — 
the Merchant Marine balance sheet; it will be a separate balance sheet. — ‘s 
Mr. Hanson: You will have to make some deductions for 1927. rad 
‘Hon. Mr. Stevens: Treat them as railway cars, and write off the original 
Mr. Cooprr: We certainly shall. 
Mr. McLean (Melfort): You would treat them as you would any other 
ships sold? . 
Mr. Coorrer: We would reduce the Merchant Marine Investment Account i: 
by the amount presently carried in respect of these vessels. The capital stock 
and Government Note Liability would be reduced by the same amount. The 
Depreciation Reserve and the Government Interest Account would be reduced 
by the amounts included therein applicable to these vessels. 
Hon. Mr. Strvens: And the amount you get for the vessels will be credited 
Mr. Cooprr: It will be credited against the net liability held by the go 
ernment in respect of the original advances for the vessels. 
Hon. Mr. Stevens: Can you give us an idea of what that will mean— 
within a few dollars? ep 
Sir Henry THornton: It cannot be done in “a few dollars.” 
Hon. Mr. Srevens: Quite a few. : 
Mr. Geary: You write them out of book cost, but you do not take them 
in at book cost. @ ae 
Mr. Coorrr: That will be shrunk out of the public accounts somewhere; 
except that itis already oe of the public accounts and is now represented in the 
net debt. 
Hon. Mr. Dunnine: A non-active asset. 
Mr. Cooper: Yes, it is charged in the debt at the present time. 
Hon. Mr. Sravans: Your profit and loss deficit will be affected. : 
Sir Henry THornton: These ships will cost us roughly about $1, 000,000 
apiece. 
Mr. Minne: What does a new “Lady” ship cost per ton? 
Mr. Woop: 6,700 dead tons— 
Mr. Cooprr: It would be a little less than $200 a ton. 
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is Henry THORNTON: You must remember that those were not only 
issenger ships, but also fitted with some very expensive refrigerating machin- 
y. They are a special type of ship. 
Mr. Cantiey: What is the character of the reconditioning you put into 
ese seven ships, which are transferred to the railroad direct? 
_ Mr. Donerty: There are two steamers, the Canadian Aviator and the 
Canadian Hunter, which have been fitted to carry bananas, so that we shall 
ve four steamers, the two passenger boats, and the two freight boats, giving - 
is a weekly service as between Canada and Jamaica. The Canadian Sapper, 
which makes the third, operates as between Kingston, Jamaica, and Belize, as 
connecting steamer, so that Belize will be taken care of in the service ag in 
e past. The other four steamers, the straight freight boats, have had no 
terations and will carry on as straight freight carriers. 
Mr. Jeviuirr: Could you give us an idea of the prospects for this new field, 
to whether it is going to be a profit making or a loss taking proposition? 
_ Sir Henry TuHornton: That is not altogether an easy question to answer. 
hese ships, in their inception, were built to comply with certain provisions of 
eaties negotiated between the West Indian governments and Canada. As far 
prospects are concerned, I should say that ultimately the prospects ought to 
be as good as we originally estimated them to be. Now, of course, much 
depends on the banana product in the West Indies, and much also depends 
upon the marketing conditions in Canada. Also much depends upon what 
development takes place in the West Indies. I believe that there is a con- 
iderable future ahead of the British West Indies government after this service 
provided and the instrumentality is brought into existence which will enable 
producers not only to market what they produce in the West Indies, but will 
also encourage them to produce more and better fruits and vegetables and 
products which are susceptible cf consumption in Canada, and there will have 
be developed better methods, not only of raising fruit, but in sorting and 
acking it, and in that respect we will have to co-operate with the West Indian 
governments for the purpose of assisting them in promoting further production 
in the West Indies. To a certain extent it is a good deal like a railway being 
built into a new country. That country already has certain productive capacity, 
but by wisdom and energy the productive capacity can be increased. There 
will have to ‘be a certain degree of co-operative missionary work done in the 
West Indies. Personally, I do not think the West Indies are producing either 
s much or as good a character of product as will ultimately be possible. To 
some extent, when you ask me what will be the possibilities of our West Indian 
service I should say it is an adventure, an adventure which will, if it is going 
to develop into a productive reality, require study and thought and vision and 
¢0-operation between the producing instrumentalities in the West Indies and the 
West Indian governments. A fair proportion-—perhaps even a large proportion 
West Indian production is going to the United States, and probably a fair 
roportion of materials and commodities of different sorts which are used in 
the West Indies are in turn purchased in the United States. It will be our 
objective to try and divert both of those in favour of Canada. 
Mr. Hanson: Has not the United Fruit Company started a competitive 
rvice to Canada? 
- Mr. Woop: They have started a service to St. John. I understand it will 
e in operation in the winter. 
Mr. Hanson: But they have started? 
Mr. Woop: No, but I believe they will early in May. 


(After a statement by Sir Henry Thornton). 
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Mr. Jevuirr: Does the Department of Trade and Commerce see 
we are well represented in working up business for this trade? _ 
Sir Henry THornton: That is a question which I cannot answer. 
know that the Department of Trade and Commerce has certain trade commi: 
sioners in the West Indies, but just what the present position is I do not know 
Mr. Jetuirr: There must be a lot of missionary work to be done down th 

Sir Henry THornton: We have only lately selected the best man w 
could find as general traffic representative in the eastern group of West Indi: 
governments. He has just left. We are relying upon him to make a careft 
study of the whole situation and to advise us fully with respect to methods an 
means which we may adopt to increase production and consequently traffic t 
and from the West Indian islands. We propose to send a similar man to th 
western group very shortly, and as far as the railway is concerned we propos 
to conduct an active and aggressive campaign in the British West Indies for 
imereasing our trade. 

Hon. Mr. Dunnine: In connection with that, you might mention tl 
other matter? 

Sir Henry TuHorn'ton: In view of our relations with the United Fru 
Company and other considerations, I would like that this be left out of th 
minutes. . 

The CHairRMAN: Leave it out, please. 

(Discussion followed.) 

The CuatrMAN: Shall we go on with the balance of the sheet, item b 
item? 

Mr. McLean (Melfort): Before going on with this does Sir Henry thin 
that there is a likely field for Canadian development in the West Indies? 

Sir Henry THornton: That is a pretty difficult question to answer. Ther 
is not any doubt but what there is a field in the West Indies, as I pointed out, 
for an improved character of production, and improved methods of productio 
When I say production, I mean the fruits and molasses and what you would 
describe as the products of the soil of the British West Indies. Now in order 
to bring that about, undoubtedly it will mean the investment of capital, and I 
should think there might be an attractive field for the investment of capital in 
the West Indies on the part of those who understand West Indian production, 
or who can support themselves by the right sort of technical advice there. Tha 
is about as nearly as I can come to answering that question. I will give yo 
one little instance, which perhaps bears upon the whole situation. I under 
stand that crude Barbadoes syrup or molasses is sent up in bulk to Canada an 
is there refined and put up in tins or glasses and sold under some kind of a trad 
name. One would naturally think that the place to refine that molasses woul 
be at the place of production, that it could be done cheaper there, and if that — 
were done it could be put upon the market under some kind of an attractiv 
trade name, such as fine Barbadoes syrup, or something of that sort. Tha 
would necessitate the construction of a small factory to make tin cans, and th 
necessary machinery to refine the syrup. That would seem to be the economic 
and sensible thing to do; and yet it is not being done. It is quite conceivable 
that with enterprising capital a fairly attractive business could be built up in 
refining and exporting Barbadoes syrup at the point of production. Now ther 
may be fifty other things which are in the same condition. The question which 
you ask is not an easy one to answer. : 

Mr. McLean (Melfort): I appreciate that, and I wanted your opinion a 
the moment because I would like to follow it up from year to year. 

Sir Henry THorNTON: This whole thing which we call the West Indi 
adventure is still unexplored in its possibilities, as far as we are concerned. No 
what ingenuity, enterprise and courage will develop in the West Indies, in th 
way of trade, I do not know, but you have this situation at least, that soi an 
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fe and conditions are favourable to certain kinds of production; you have 
ood transportation agency to market your production; and we have got an 
easing population in Canada which will absorb that production. All the 
ing edients would seem to be there. The only things that remain are vision, 
nuity, and enterprise. 

Mr. McLean (Melfort): One more thing, is there a large enough area of 
d which is not being put to useful purposes now available? 

_ Sir Henry TuHornton: I do not know. We will know more about that 
ter our traffic representatives have made a thorough canvass of the situation. 
should say that probably not all the available land has been absorbed in pro- 
duction, but how much is left I do not know. 

Mr, Cantizy: The great trouble is that the people down there do not want 
to work, if they can make a living ctherwise. If you enlarge their scale of 
living you will have solved the whole trouble. 

Sir Henry Tuornton: There are in the West Indies a number of very 
und business men. Perhaps one thing which may have hampered them is 
lack of leadership. After all, somebody has to bang the drum and lure the 
blic to buy. Another difficulty that I think they have encountered is what 
would call disintegrated effort, each one trying to do something by himself 
which he is not capable of doing, but which they could accomplish co-opera- 
tively. And prabably the solution of the whole thing is going to be a very 
uch higher degree of co-operative marketing. 

Mr. Hanson: I think Colonel Cantley has put his hand on the weakness 
f the situation. I was told that an American company brought an efficiency 
expert into Porto Rico, and he was going to speed up production. They work 

or 75 cents a day on the plantations, and he offered them higher pay; but the 
result was that they worked so many days Jess. That is not an unusual experi- 
nce. 
Mr. Geary: They have very active trade commissioners down there. 
Mr. Hanson: I think what we ought to be concerned with is not so much 
nereasing the trade from the West Indies to Canada as increasing the trade 
from Canada to the West Indies. 
Sir Henry THornton: That is right. Mr. Doherty is here. 
_ Mr. Hanson: You are in the Transatlantic Combine, are you not, as far 
s the freight rates are concerned? 

Sir Hpnry Tuornton: I will answer that question. We are not as one 
might say in the Transatlantic Combine, but we work in a co-operative way 
with them. 

Mr. Cantiey: I admire your caution, sir. 

Sir Henry Tuornton: You can pretty nearly catch me either way. Let 
me say this, Mr. Hanson, that after all you have to work with your competitors. 
’ Mr. Hanson: You have to meet the condition which exists, and I agree 
ith you. Now it is the practice, I understand, of the Combine to accept on 
‘non-perishable goods collect shipments so far as water carriage is concerned, 
‘that is transatlantic. In other words, all you ask the shipper to pay is the rail- 
ay freight to the point where the shipment is at the side of the ship, and the 
steamship company collects from the consignee at the oher end, on non-perish- 
cable shipments. 

Sir Henry THorNTON: That has been done. It is not the rule, because we 
fer to have our shipments prepaid. 

Mr. Hanson: It is done? 

- Mr. Douerry: Yes, but it is not the custom. 

Mr. Hanson: You do not apply that rule to shipments of non-perishable 


oods to the West Indies? 


ais 


160 SELECT STANDING COMMITTEE | 


Mr. Douerty: So far as the West Indies are concerned we are 
for reasons of accounting methods, and both Mr. Cooper and Mr. Da: 
will probably tell you that we are anxious to have all our freights prepai 

Mr. Hanson: But solely for your own convenience for accounting metho 
That is the reascn you gave to Mr. O’Hara the other day. 

Mr. DoHrrry: Absolutely. 

Mr. Hansons And that is your only reason? 

Mr. Douerty: Absolutely. 

Mr. Hanson: Then let me point out to you that you will not extend y 
trade to the West Indies unless you give the shippers of non-perishable go: 
that right. 

Mr. Douerry: I suppose we have been in the shipping business since 1918, 
and have been carrying cargos all that time, and the first time we have had 
any question raised in connection with the prepayment of collection of frei 
rates on lumber came within the last fortnight or three weeks. 

Mr. Hanson: It came through me. 

Mr. Douerty: Within the last fortnight or three weeks. 

Mr. Hanson: People are anxious to extend their business with the West 
Indies, and the Lumber Companies say that in the Maritime Provinces or Eastern 
Quebec they are always anxious for new markets. They are being crowded 


‘wish to have your money in Canada. 
Mr. Douerty: There are various ingredients but we are carrying lumber in 
everyone of our steamers to the West Indies, and the freight is paid on the 
lumber. The lumber is sold on an s.i.f. basis. Now why there should be any 
different conditions with any one shipper against the practice in the way of doing 
business there for years, I do not know. ae 
Mr. Hanson: I agree with you that you must apply the rule universally, 
but I disagree because you are applying different rules to different services. 
Mr. Douerty: And you have different rules as to each one; and one can 
be compared with the other. we 
Mr. Hanson: Is there any other reason than the one which you gave Mr. 
O’Hara in your letter the other day? . 
Mr. Douerty: No, no other reason. 
Sir Henry TuHornton: What they thought was that if we were more 
lenient and more liberal in the matter of the collection of charges, we could 
promote more business? 
Mr. Hanson: That is my whole idea, and I would like that to be looked 
into more thoroughly. i 
Sir Henry THornton: As Mr. Doherty has explained, this is a position 
which has arisen in the last two or three weeks. I can see that if this is sub- 
stantiated and we find that by this or any other device we can promote trade, 
and still be sure of our money we will adopt it. : 
Mr. Cantey: What are you getting on lumber to the Barbadoes? 
Mr. Douerty: I think it is $12 a thousand. Be 
Mr. Cantiey: You can get your money where you land your material? 
Mr. Douerty: You know West Indies conditions. f 
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nber at the very ‘start. 

Sir Henry Tuornton: The question is very simple. Here is a new con- 

n which has arisen, and as I say, if there is any way by which we can pro- 
more traffic without injuring ourselves or endangering ourselves with a 

we are going after the trade. ; 

Mr. Cantury: There is a condition right now. 

_ Sir Henry THornron: Then what more do you want? 

‘ Mr. Hanson: I was just referring to the reasons given by Mr. Doherty 

requiring pre-payment on the shipments to the West Indies, and I submit 

at you will never extend your trade in that way. 

_ Sir Henry THornton: That is a good reason too, but if it is out-weighed by 

y other reason, we will unhesitatingly drop it. 

Mr. Geary: How does it affect it? 

Mr. Hanson: He ships his goods and does not get paid for them until 

fter delivering; and in addition to that he has to pay the freight. A com- 

ny which has to do that will drop that trade. 

‘Sir Henry Tuornton: But remember, as far as I know, this is the con- 

_ dition which has never arisen as an acute matter until within the last two or 

three weeks. The minute a position becomes acute you have to examine ° 

o your policy and if it is wrong you change it. 

Mr. Geary: In your report you show a loss of some $200,000 in operat- 

*, some $2,000,000 odd in depreciation— 

Mr. Cantiry: Before going into the accounts, would you be good enough 

11 me what became of the vessel which was ashore in Hudson Bay last year? 

Sir Henry THorNTON: She was salvaged and is in Halifax now. 

Mr. Cantiry: What is her name? 

_ Sir Henry THornton: The Raider. 

Mr. Cantiry: What are you gcing to do with her? 

Sir Henry THornton: Sell her, scrap her. Would you like to buy her, 

nel? 

Mr. Cantiny: No, I would not like to buy her. Have you got an offer 

he three ships that you advertised for offers, on the Pacific Coast? 

Sir Henry THorntTon: Yes, we have had several offers. 

Mr. Cantiey: Have you sold them? 

Sir Henry THornton: No. 

Br: Mr. CantLEy: Would you care to tell us the price which you have been 
offered? 

‘Sir Henry THornton: No, I would rather not, but we are going to reject 

the bids because they are unsatisfactory. 

Mr. Cantury: Are you still going to sell them? 

Sir Henry THornton: We are in negotiation with respect to three other 

sels, and I think what we will do will be to reject all bids and ask for bids 

he whole six, either for one or for the whole or for any proportion of them. 

Mr. Cantury: Are the other three on the Pacific coast at the present time? 

Mr, Donerty: No, they are on the Atlantic coast. 

Hon. Mr. Dunnine: ‘Colonel Cantley, would not this be a good place to 

in the statement which you held over from yesterday, so as to have it in 

e record? 

Mr. Cantiry: Yes. 
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List or Suirs Soup Sea 


Name of Ship Deadweight Date Sale Price 
Tonnage Sold Bare 
: - 
AyD: Drum MONG Mes Ae Ae ee ae een ; 3,501 | Aug. 24, 1923 | $110,000 00 
te MiGKeGs 8) Cag AO eee naan ant Shy ayl  B . $110,000 00 
CanadianyPathtind ers sya ue eee es 3,640 | Oct. 12, 1925] $ 50,000 00 
CanadiansHneincer yess ile ee eh aes 3,679 iW Ay $ 50,000 00 : 
Sheba ee a aA Se eee An ee en 3,460 | Oct. 3, 1923 £17,000 less 4% Comr 
; sion. 
Camadian Miner 53036 ee ees ee, ee 2,778 | Mar. 20, 1924 £20,000 cash. 
@andian Sealer.) 26a ae tata ae na as 2th 4 & £20,000 cash. 
@anadian Worrerte Gye eg ay eae 3,839 | April30, 1924 | $100,000 00 
@anadian Adventurers) nce ri oe aes 3,408 | Oct. 19, 1925 | $ 40,000 00 
@anadian: Savion sy 7 ews oe eee ieee Sabi 2 iw $ 40,000 00 
Wanadian Signaler fil won oe ei ane 3,975 * or $ 40,000 00 
Canadian Sowers... eve een ae eee 3,406 i. es $ 40,000 00 
Canadian Trader. i: isis ee ge ie 3,341 i ef $ 40,000 00 
@anadian. Warrion. 60 0 shea ee ee 3,995 a < $ 40,000 00 
Canadian: Harvester!) (7304 ane ea 4,000 | Feb. 13, 1926 | $ 50,000 00 
@anadian Guinnen: i.e cee eee . 35978 | Nov.23, 1926 | $ 50,000 00 5 
Canadian Settler: scncvincuen nee on ae ee 4,998 | Dec. 17, 1926 | £17,750 cash. Less 23 
Commission.”’ A 


Mr. Cantiey: I want some information in regard to that ship at Halif 
and what you are going to do with that. 

Sir Henry THornton: The one whieh was ashore in the Hudson Bay? > 

Hon. Mr. Dunnrina: It was not ashore within a thousand miles of the Huc 
son Bay. She was on her way out. : 

Sir Henry THornton: That ship was salvaged and brought back to H 
fax, and will be scrapped. 

Mr. Cantey: Have you practically written her value off? 

Sir Henry THornton: Yes. 

Mr. Cantiey: And you do not want to give any information regarding th 
boats on the other side? 2 

Sir Henry THornton: Not in public, I will tell you personally anythi 
you want to know. 

Mr. Geary: Looking at your report, among the losses you have Lost Int 
est on Government Advances? 

Sir Henry THornton: That is right. 

Mr. Geary: What is the compensation for that? What compensatin; 
features are there, or are you thinking more of the reaction on the National Rail 
way System? Bree 

Sir Henry TuHornton: It has no relation to the National Railway Syste 
Oh, I get you now. The utility of the Canadian Government Merchant Mari 
has to be looked at, first, from the point of view of what traffic it brings in itse 
to the Canadian National Railways; and secondly, and probably more impo 
ant, how much assistance does it render manufacturers and producers in Can 
ada in the marketing of their products? It means about a million and one-h 


aspect, of its ysefulness to the nation, I would say that probably its great 
usefulness has been to lumber producers on the Pacific coast. Mr. Stevens p 
ably knows as much or more than I do about that. We have been told by 
lumber trade in British Columbia, that our Ocean Services have been of gr 
value to them in the marketing of their particular produce, the service which 
have lately inaugurated with the approval of the Ministry of Trade and C 
merce to South America have been extremely satisfactory; we are gettin 
cargoes in both directions. We are getting quite good cargoes in both direc 


ie 
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that is all of material advantage to our producers. The inter-coastal 

ce through the Panama Canal, both east and west, has been also quite satis- 

y, so that I should say that the advantage of the Government Merchant 

e has been of particular importance to the newly inaugurated South Ameri- 

trade, and to the lumber trade on the Pacific coast, and to probably Aus- 

tralia and New Zealand. I am speaking now from the point of view of general 

ntage in promoting Canadian trade. 

Hon. Mr. Stevens: Are you operating now to Australia? 

Sir Henry THornton: No, we have abandoned that. I was speaking of 

previous years when there was considerable of it. 

- Mr. Geary: You did not think it was worth while? 

_ Sir Henry Tuornton: I think it is particularly advantageous to the Brit- 

sh Columbia lumber trade and the South American trade. 

_ Mr. Powrr: Was there any special advantage given to the British Columbia 

mber trade in the way of lower freights? 

_ Sir Henry TuHornton: No, we had the usual ocean rate, but it gives them 

a facility and service which they might not get in any other way. 

_ Mr. Power: Are you operating any of those particular lines at a loss? 

Sir Henry THornton: That I think will come up when we consider each 

ade route. 

ae Cant ny: Are you insisting upon them pre-paying the charges on that 
ute? ‘ 

_ Mr. Dowerty: The lumber charges are collected usually at this end. 

Sir Henry THorNton: We have discovered at least one route where the 

ips are not needed. We have been losing $72,000 a year on our Cardiff 

service, and we are just abandoning that service;,and the contracts which we 

have are being taken over by probably the Donaldson and another line. We 

ve abandoned that service for the reason that it is unprofitable and unneces- 


sary 


Mr. Grary: Does the fact that you are in business tend to stabilize rates? 
Sir Henry THornton: Not on the North Atlantic. 

Mr. Geary: It does not tend to keep down rates? 

Sir Henry Tuornton: I do not think we are a sufficient factor to have any 
material influence on the standard of rates. — 

_ Mr. Cantiey: You have not the type of boats which can compete on the 
North Atlantic. » 

Sir Henry THornton: Colonel Cantley is quite right in that. 

Mr. Geary: Are you looking forward to the time when you can confine your 
operations to the places where you are of advantage? 

_ Sir Henry THornTon: We are trying to rearrange our services so as to 
employ them on such routes as will be both remunerative and strategic, econ- 
omic usefulness to Canadian producers. 

“Mr. Cantury: And where facilities to-day are not all that may be desired, 
far as the export trade of this country is concerned? 

Sir Henry THorNToN: Yes, that is true. 
Mr. CantiEy: That is the fundamental reason, in my judgment, for con- 
tinuing the operation of this fleet at all. 

Sir Henry THornron: Yes, it certainly is not attractive from the financial 
int of view; therefore the only reason may be the economic advantage to the 
ominion of Canada. 

Hon. Mr. Dunnine: Of course you could do better if you had a better type 
ips? 

af Henry THornton: Oh, certainly. You will understand that these ships 
were built during the war, under great stress, and at very considerable expense, 
fo meet a certain necessity which at that time existed and which has since 
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! ie Grary: I gather from your answers that you have these 
mind. hs 
Sir Henry THornton: Oh yes, quite. : 
Mr. Geary: These ships do not last forever, and you may replac 
you may not? : e 
Hon. Mr. Dunnine: A large number have been scrapped. 
Mr. Geary: I understand that. It may be an economic propositio 
scrap some of them. , Ho ee 
Sir Henry THornton: Yes. This thing is not running wild, nor 
allowed to run its own course. We are trying each year to meet the condition 
Mr. Geary: Many a line will drop its business because it has not 
behind it. You have, so to speak, unlimited capital behind it. It would 
be wise just to go on with it merely because you have started? pee: 
Sir Henry THornton: Not just for the fun of doing it. That is quite ri 
Mr. Power: Have you in mind the probable deficit from the West Indiar 
lines in the next three or four years? ag 
Sir Henry THornton: Oh yes. ~ ae 
Hon. Mr. Dunnine: Just before we adjourn, I think Mr. Geary asked 
last night to try and arrange that the sittings of this Committee would not. 
flict with that of the Committee on Railways, Canals and Telegraph Lines. Th 
Committee, I understand, is to meet on Friday. In that case, this Commi 
will not meet on Friday. | 
The CuarrmMan: This Committee stands adjourned until 11 o’clock 
morrow. 


The Committee adjourned until Thursday, May 2, 1929, at 11 a.m. 
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MINUTES OF PROCEEDINGS 


Room 375, Housrt or ComMMoNs, 
Tuurspay, May 2, 1929. 


he Select Standing Committee on Railways and Shipping owned, operated 
controlled ma the Government met at 11 am. Sir Eugene Fiset, the Chair- 


oe present: Messrs. Bell (St. Antoine), Cantley, Dunning, Geary, 
Hanson, Jelliff, Jenkins, McLean (Melfort), Milne, Power, Stevens. 


n attendance: Sir Henry Thornton, with members of his staff; also Mr. 
A C. Henry, Deputy Minister of the Department of Railways and Canals. 


INTH ANNUAL REPORT OF THE CANADIAN GOVERNMENT MERCHANT MARINE, 
“A LIMITED 


iscussion took place as to the policy that should be pursued by the Mer- 
t Marine. 


. The Balance Sheet, as contained on pages 6 and 7 of the Report, was con- 
ered, item by item. 


i my, 


i The Operating Account, as.shown on page 8 of the Report, was reviewed, 
| Sir Henry Thornton made a general statement respecting voyages completed. 


The Deficit Account, page 9 of the Report, was reviewed briefly. 


On motion of Mr. Hanson,— 


_ Resolved, —That the Tenth Annual Report of the Canadian Government 
erchant, Marine, Limited, be concurred in. 


he Committee took recess at. 1 p.m. 


The Committee re-convened at 4 pm. Sir Eugene Fiset, the Chairman, 
ided. 
Members ae Messrs. Cantley, Chaplin, Geary, Gray, Jelliff, Jenkins, 


n attendance: Sir ae Thornton, with members of his staff; also Mr. 
C. Henry, Deputy Minister, and Major Anderson, of the Department of 
ways and Canals. 


ATES, 1929-30. CANADIAN NATIONAL RAILWAYS, CANADIAN NATIONAL STEAM- 
HIPS AND MARITIME FREIGHT RATES ACT. VOTES 336, 337, 338, 339 AND 340 


‘opies of a book indicating the financial requirement of the Canadian 
ional Railways for the year ending December 31, 1929, were distributed to 
embers present, together with copies of the Ustimates, Items 336 to 340. 


\fter discussion, the several items were agrecd to. 
ta 


The Committee adjourned at 5.40 p.m., to meet again at the call of the 


JG@EPNG E>) OUEIN:; 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


CommirrEE Room 375, 
House or Commons, 
TuHurspay, May 2, 1929. 


The Select Standing Committee on Railways and Shipping met at 11 o’clock, 
the Chairman, Sir Eugene Fiset, presiding. 


‘The CuHarrMAn: Gentlemen, we had started with a consideration of the 
ance sheet. 

Sir Henry TuHornton: May I just make one statement? The question 
asked with respect to the value of the Canadian Government Merchant 
ine to the trade of Canada. I have some figures here which are interesting 
hat connection. The value of the goods handled on our ships last year 
unted to $159,000,000, of which $112, 000,000 was export, and $39,600,000 
import traffic, and $7. 200,000 was inter- coastal traffic. ‘That is of interest 
- connection with the general question asked. 


Mr. Geary: They tell me there is sometimes difficulty in shipping wheat 
om Canadian ports because the bottoms do not come to the Canadian ports 
eadily as they go, for instance, to New York. There they pick up a cargo 
ore readily, and for that reason wheat i is sometimes diverted to New York. 

_ Sir Henry THornton: No doubt about that. 

Mr. Geary: Would these ships remove that difficulty? 

Sir Henry THornton: They would not be a drop in the bucket. 

Mr. Geary: The only point I had in mind was that as long as it exercises 
1e regulatory power the Canadian Government Merchant Marine would 
e justified in that alone. 


ir Henry Tuornron: The outstanding fact that we carried Canadian 
ducts to the value of $112,000,000 exported last year. 


os McLean (Melfort): Largely cra freight, I suppose. 


‘, Mr. Jevuirr: I asked Dende about the tonnage carried last year. You 
id you would have that this morning. 

‘Mr. Woop: We can give you the total tonnage and also the details. 

fr, Jevuirr: The total tonnage will do. 

Sir Henry THorNtToNn: The total tonnage was 1,307,000 tons cargo. 

Mr. Cantiey: How is your South American service turning out? 

‘Sir Henry THornron: Very well. We are getting now practically full 


‘Mr. Canriey: Both ways? 

Mr. Woon: Yes, both ways. Of course, the north bound traffic is mostly 
atter of grain and flax and stuff like that. 

ir Henry TuHornton: That South American service has been very satis- 
—surprisingly So. 

r. Canriey: Where are they carrying the north bound cargoes? 

ir. Woop: Flaxseed goes mostly to New York and Philadelphia, and we 
offered corn for Halifax and St. John. 
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falling off last year, and I wanted to see if we could get the relative importa 
of those three causes. : 


lower rates. 


Mr. Cantuny: Are you getting a fair rate from the South American s 
vice? 
Mr. Woop: Fair, but some of it could be a little better. \ 


Mr. Cantiey: Nothing is so good that it can not be better, but are 
practically breaking even? 


Mr. Woop: Not quite, but nearly so. ae 
Hon. Mr. Srevens: Has it been demonstrated to your satisfaction that th 
government operated merchant marine cannot successfully compete with ‘th 
world shipping companies—I mean with shipping in the world generally? — 
Sir Henry THornton: In answering that question you have to take int 
consideration the character of the tools Saye which we are working. 
Hon. Mr. Srevens: I mean, of course, with the tools we have. a 


Sir Henry THornton: Of course we cannot. This is largely because o 
the character of our ships, which were not built for this particular purpose. The 
are slow and have small tonnage. ‘ 


Hon. Mr. Stevens: Then the next consideration which strikes me as on 
which should engage attention is this: having in mind the desire to find nev 
markets and to extend markets where perhaps there is not at present a trad 
existing, and the service from private companies, would it not be better to direct — 
the major portion of the efforts of the Canadian Merchant Marine in conjunc- — 
tion, say, with the Department of Trade and Commerce to a te G : 
new world markets? eS 


Sir Henry THornToN: That is exactly what we are doing. This new Sout 
American service is a good example. : 
Hon. Mr. Stevens: Let me say before you go on that it would not be 
expected—cannot be expected—that on that sort of work you could get a return 
that is, a profitable return. 


Sir Henry Tuornton: That is a perfectly sound statement. That is an 
fectly true. That is what we are tryi ing to accomplish. 


Hon. Mr. Srrvens: How about co-operation? I am not suggesting t 
there is anything in the nature of friction, because I think the Hon. Mr. Mal 
colm is a gentleman who will work harmoniously with you, but is there a 
positive contact intelligently being applied to the energies of both the Depa 
ment of Trade and Commerce and the Merchant Marine? 

Sir Henry THornton: The answer is yes. With the Minister cf Reale 
and Canals (Hon. Mr. Dunning), the Minister of Trade and Commerce (Ho 
Mr. Malcolm), and ourselves, ‘the work is being carried on in close conta 
we are constantly exchanging ‘information and having meetings with a view 
accomplishing the very thing you have outlined. I should say that the relati 
ship and the co-operative position between my own Minister (Hon. Mr. D 
ning), the Minister of Trade and Commerce (Hon. Mr. Malcolm), and the M 
chant Marine is all that anyone could wish. 


Hon. Mr. Stevens: And your officials and the officials of the Denar 
of Trade and Commerce—I am not suggesting that there is any ill- feeling, : 
there is a vast difference between a sort of negative contact and active co- 0-ope 
tion, 1s there not? 
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Sir Henry THorNTON: There is not only an active co-operation, but a 
elin of what I wovld describe as enthusiastic and friendly co-operation. 
‘Hon. Mr. Stevens: That is good. That is the way it ought to be. 

Mr. Geary: I do not know whether this should go on the record or not. 
have a lot of ships, quite a fleet, and when they were built and put into 
ission they were serving a pretty useful purpose and at any rate carried 
pinion at the time that it was a necessary purpose. These ships are grow-. 
old and are becoming more obsolescent all the time; they cannot take the 
goes or take them with the same despatch that their competitors can, very 
irgely. I would be interested in knowing whether you contemplate carrying 
those ships on uneconomically until they have to be scrapped and replacing 
m and building the fleet up with new and modern ships, or has that come 
into your calculations as yet, or not? 

Sir Henry THornton: Well, that is a general condition which is becoming 
ch year more and more pressing. This is as the Minister wishes. 
a. _ Hon. Mr. Stevens: ‘There should not be any objection to it. 
_ Hon. Mr. Dunnine: I do not know of any objection. 
Sir Henry THornton: That very question of policy is one which is under 
cussion between the Minister of Railways, the Minister of Trade and Com- 
lerce, and myself. We are all of us seized with that situation. Does that 
iswer your question, Colonel. 
- Mr. Geary: Yes, Sir Henry. I think you are faced with these ships and 
heir replacement, and it is quite a large question, I should think. 
_ Sir Henry THornton: Yes, it is. 
Mr. Cantiey: I judge it is not the intention of the department to replace 
these ships, and I would call your attention to what I have called your attention 
to in years past in fairly vigorous terms, that is in regard to the smaller type of 
onnage. You have boats down to less than 5,000 tons. You cannot help but 
se money every year. Why not dispose of them and write them off? 
_ Sir Henry THornton: That is what we are doing as opportunity presents. 
Mr. Cantiry: They are saleable at some price, and the quicker we take 
that price, whatever it may be, and write them off and get clear of the liability, 
because there is liability attached to them every day, the better. 
Sir Henry THornton: I take it that your suggestion is that we should 
immediately scrap these which I would call inefficient ships, and get rid of them? 
Mr. Cantiry: You should sell them. You have sold some. 
ee Sir Henry TuHornton: That is a part of the general question of policy 
that is under consideration, and my answer to Colonel Geary would be substan- 
lly the answer to you. 

Hon. Mr. Dunninc: I suppose, Sir Henry, that you as well as myself 
ould like the Committee to express any view they have in regard to the desir- 
lity of staying in this business or going out of it. Should we get out of it 
ogether? 

Hon. Mr. Stevens: Taking, for instance, the Hudson Bay route which is 
oing to be an important thing almost immediately. I assume there has been 
0 arrangement with shipping companies to immediately handle this shipping. 
Could you not dedicate these ships to that purpose? 

Sir Henry THornton: Dedicate is a peculiar word. 


Hon. Mr. Stevens: Say consecrate. 
Hon. Mr. Dunnina: My idea is that that route will require another class 
‘ships, as Colonel Cantley has put it. I consider it would not be very fair to 
‘Hudson Bay route to use these boats. 
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Hon. Mr. Stevens: I was not referring now to the ccst of operating thos 
ships, but rather to demonstrate the feasibility of the rout 
Hon. Mr. DunniNG: So far as that demonstration is epneerned, our depart: 
ment of Railways and Canals’ ships carrying supplies havp gone in and out 
there and we know what they have done, and there is no t ouble about that. 


Hon. Mr. Stevens: But they have not gone in ther loading and unlo 
ing cargoes back and forth, and establishing contact with the old land. I woul 
suggest to the Minister whether it could not be very well sfarted by taking som 
of these ships and putting them on there. I realize that af the outset there wil 
be a great deal of unnecessary loss, which will vanish wheg the business becomes 
established. 

Hon. Mr. Dunnine: Perhaps we are talking aboug two different things. 
From the standpoint of the mercantile practicability offthe route for wheat, 
think these boats would not demonstrate anything mare than that it can 'b 
done, because you cannot haul wheat in a two or a fourfthousand ton boat. 


Hon. Mr. Stevens: You have over twenty frorh eight to ten thousand 


tons. 
Hon. Mr. Dunnine: And those are the very boats which Sir Henry 
Thornton is making the best use of now. I would de very glad to remembe 
your suggestion. We have plenty of time, in any cage. im. 
Mr. Geary: If you are to take advantage of the season up there, you hav 
to move yourself pretty quickly. ae 
Hon. Mr. Dunnine: If the experience of two years which indicates about _ 
five months’ navigation, proves general in its application, of course it is iy 
question of moving ourselves fairly rapidly after it once begins to arrive at 
Churchill. There is no doubt of that. : 
Mr. Cantiey: I have not quite finished, and I want to call your attention | ‘ 
to this. You have twelve boats on this list in the four and five thousand class 
Now those boats cannot possibly live and you have to take a loss on them 
and the quicker you realize that and dispdse of those boats, the better. They 
are saleable at some price. 
Sir Hpnry THornNTON: Yes, that 1s quite true. 
Mr. Cantiey: And in addition to that you have twenty boats of eigh 
thousand tons and two boats of ten thousand-tons. Some of them I will admi 
are well employed, for instance, in that South American trade and possibh 
in opening up some other of the services; but I doubt if more than half of 
them are usefully employed. And with that purpose in view, the time will 
soon come when some if not all of those eight thousand ton boats will have to 
be or should be disposed of by reason of their unsuitability and their inability 
to compete with rival boats in the same trade. Now what is the use of ou 
carrying these on and continuing to lose money and lose interest? 
Sir Henry TuHornton: Your question relates to the whole future polic 
with ene to the maintenance of the Canadian Government Merchant Marin 
Cantiey: And particularly to the question of the disposal of thos 
small ee 
Sir Henry THornton: And that all involves the question of what we ar 
going to do with the Canadian Government Merchant Marine. The only answe 
I can give to the Committee is that that question is now engaging the seriou 
attention of my own minister and the Minister of Trade and Commerce an 
myself, to see if we can formulate a policy. 
Mr. Cantiey: Have you sold any of these small boats in the ve fe 
months? 
Sir Henry THornton: Have you not got a list, Colonel? 
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(Mr. Cantiry: Yes, but I returned it vesterday. 

ir Henry TuHorntTon: The answer is that we have not sold any in the 

ten or twelve months. 

‘Mr. Cantiey: You have some on the Pacific coast, for sale? 

‘Sir Henry THornton: Yes. 

‘Mr. Cantizy: And you have received some tenders? 

Sir Henry THorntTon: Yes, but they were unsatisfactory. 

Mr. Cantiry: Are you still going to hold them on the Pacific coast, when 

osts you money to maintain them every day? 

ue Sir Henry THornton: No. We have six ships to-day that we are offer- 

ing for sale, three on the Pacific coast; but the tenders were unsatisfactory. 

We are now going to offer six for tenders. 

_ Mr. Cantiry: That is only one-half of the number that I think you ought 

0 get clear of, no matter what you get out of them. 

Sir Henry THornton: That is what we are doing; we are selling them 

s fast as we can. We do not want to give them away; if we do we will have 

‘an uproar in the House of Commons that we are chucking them away. We are 

oing to get the biggest price we can for each one of those ships, even if we 

ave to wait a little while to get it. I think that is what we will have to do. 

~ Mr. Cantiry: I do not want to press the matter further. 

Sir Henry Tuornton: In principle, there is no ‘difference between what 
I have said and what you have said, Colonel Cantley. 

a Mr. Cantey: Except that in the one case you would get action, and you 

are not getting anything done. 

; Sir Henry THornton: In the one case you would move with a greater 

degree of rapidity than I think the case requires. 

Mr. Cantey: In the one case, I would be moving and you are not. 

Sir Henry Tuornton: Yes, I think we are moving. 

Mr. McLean (Melfort): Supposing you were handling the: Government 

erchant Marine as your own private concern, and could secure sufficient money, 

yhat would you think of disposing of a percentage of these boats? You have 

about thirty-nine of them outside of those in the West Indies service. What 

would you think, of disposing of ten or twelve of them this year and putting in 

i ue oF three up-to-date freighters in their place? 

Sir Hexry THornton: Looking at it as a private enterprise, divorced 

from the National Railway and the Government and everything else, in the first 

place if it were a private enterprise we would not be in business very long, under 

_ present conditions. Personally the thing to do would be to get rid of the ineffi- 

‘cient ships and replace them with more efficient ships, under the present condi- 
ions. Your question is a hypothetical one, and if the Canadian Government 

Merchant Marine were a private company, the only thing to do would be to get 

better ships or go out of business. 

Hon. Mr. Dunnine: As a matter of fact, if it were a private company it 

vould have to go out of business. It would not last thirty seconds. 

~ Mr. McLean (Melfort): What would you think of the suggestion to dis- 

pose of a certain percentage of them and replace them with up-to-date vessels? 
To-day the race is to the swift. 

Sir Henry THornton: The answer to that is that we are disposing of 

hese smaller ships as rapidly as circumstances permit. Whether they should 

be replaced now by more modern ships in something which is involved in this 
vhole matter of the future of the Canadian Government Merchant Marine which 

feary raised, and with respect to which I have no answer to give to-day, as I 

ot know what we ought to do. 
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Mr. McLran (Melfort): You have invested a certain amount 
in organization and experience and in losses which someone would have to sp 
in one way or another in starting in such a business. It seems to me it wot 
be a pity to sacrifice that by going out of business. 


Sir Henry Tuornton: Those are all factors which have to be consider 
in connection with the Canadian Government Merchant Marine. md. 


Hon. Mr. Dunning: And it should not be forgotten that our West Indies 
policy was in the direction which you have indicated, providing new and bet 
tonnage. , 

Mr. McLran (Melfort): I appreciate that. 

Mr. Grary: One needs to see it. 


Mr. McLean (Melfort): You have made a big start, anyway. In reference 
to the Hudson Bay service, the factor of speed must be quite important in p 
ting a useful service in there. For instance, you would meet the possibility 
poor weather conditions and the possibility of ice towards the close of navig 
tion, where small, slow boats might be in considerable danger, whereas up-to- 
date vessels would have a wider margin of safety. : 
Sir Henry THornton: I should think that was unquestionably tr 
although I am not experienced in navigation. a 
Mr. McLean (Melfort): It seems to me that putting these smaller boats. 
on, even as an experimental proposition, might injure the route a good deal 
because they might be unsafe. "i 
Hon. Mr. Stevens: I do not suggest the smaller boats, but the larger 
boats. q 
Sir Henry Tuornton: The larger boats which might conceivably -be put 
in this place are at present used to advantage in other services. 


Mr. McLran (Melfort): I think it would take fairly fast boats to use- 
fully demonstrate that route. “1 


Hon. Mr. Dunning: There is just one factor. Last summer the depar 


she was about of eleven knots speed, if any memory serves me right,—that is 
subject to correction. I did have a rough analysis made, and the cost of takin 
that lumber in that way was cheaper than if it has been hauled in by rail, 
the rail had been in. That is one interesting angle of the commercial experi-. 
mental possibilities. We were not able to do that with a Merchant. Marine 
ship at all, because the Merchant Marine ships are all profitably employed 
otherwise. They were employed in such a manner at that time that they could 
not be taken off. dere abe: 
Mr. Geary: Something has been said about a reinforced ship. 
Hon. Mr. Dunninea: We have not had any reinforced ships in there at all. 
The ordinary tramp vessel has taken in our stuff. ee 
Hon. Mr. Stevens: There is just one point to which I was trying to dire 
attention. It is not the question of types of ships or anything else; you ar 
shipping on a new route. ; es 
Hon. Mr. Dunning: You mean the commercial experiment, Mr. Stevens 
Hon. Mr. Stevens: Exactly. You have a new route there. I thought th 
you might take a certain number of your ships—-I used the word “dedicat 
before—and dedicate them; then I used the word “consecrate” later, —putti 
them on that route, because unless you have arrangements with some steam 
ship companies it will take some time to get the shipping world interested in 
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ens. 
Hon. Mr. Stevens: I want to ensure that the route is operative from the 
moment that the harbour facilities are ready to handle freight. 

_ Hon. Mr. Dunning: I have a very strong personal interest in that also. 
i Sir Henry Tuorntron: You want to be sure the route has a fair run for 
Its money. 
' Hon. Mr. Dunning: The establishment by some agency through some 
eans of what would constitute fair ocean and insurance rates from Churchill. 
Hon. Mr. Stevens: Absolutely. For instance, if you are going out on the 
pen market, assuming that you could ship a cargo of grain, and you just simply 
o on the world market and invite shipping there, your insurance rates and your 
shipping rates are necessarily going to be very high for the commencement. 
Hon. Mr. Dunnina: Of course, there are other ways of accomplishing 
hat other than taking unsuitable ships. However, I can only say this that 
what you are driving at is very much in the mind of the department, and of 
he government, and when that port is ready to ship grain there will be means 
ound to have boats there to carry it; there must he. Most ports, like Topsy, 
have grown throughout the centuries. Here is a port that is going to start 
shipping grain on a given day, and shipping it, in all probability, in considerable 
quantities. 
ee) Hon. Mr. Stevens: I am just taking now a purely hypothetical case; 
‘assuming what I have suggested is no good, not to be entertained— 
Hon. Mr. Dunnine: I did not say that. 
Hon. Mr. Srevens: Just assume that. Here are freighters owned by ship- 
‘ping companies; they are not going to go into Churchill at the commencement 
and experiment on that route at a rate that is going to show advantageously 

for Churchill. That is certain, is it not? 

Hon. Mr. Dunntne: No one would expect that. 
Hon. Mr. Stevens: Then in order to make a fair test you have got to 
- make an estimate of subsidy for them. 
Hon. Mr. Dunnine: No. 
Hon. Mr. Stevens: Or, in some way or other, make up their anticipated 
loss in the initial stages—- 
Hon. Mr. Dunnina: In getting ships to go in there at the present time, 
__we, of ,course, charter them on a time charter. The owners, of course, do not 
give us A rate on the commodities. But it is possible, as Colonel Cantley knows, 
_ to engage ships on a time charter, and, of course, that is the way we have been 
doing. 
| Hon. Mr. Stevens: Do not forget this; if you put on modern ships, as I 
ave suggested, irrespective of the cost of operation, to carry grain out of that 
ort, and if we were doing it from the standpoint of practical navigation suc- 
essfully, you would sooner or later have the competition of other shipping com- 
anies, just as soon as they see you were functioning. Show them that you 
-an function, irrespective of the cost, and then you would mighty soon have 
the shipping world in there competing with you on the question of price. 
- Hon. Mr. Dunning: That is worth considering, although I am rather stag- 
red at the possible rates that would develop from the use of those small ships. 
Mr. Cantury: Mr. Minister, I understand Mr. Stevens’ suggestion to be that 
you should show the way by the employment of some of the Merchant Marine 
hips, some of the eight thousand or ten thousand ton class of ships which, from 
he observation you made, are not suitable for that trade; is that correct? 
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. aes 
Hon. Mr. Dunnine: I would not say they are not suitable. I would 
they are not the most economical by any means, that if you base your rate 
the cost of operating one of these eight thousand ton ships from Churchill aer 
the North Atlantic you will not get a very good result. es 
Mr. Cantiry: Well, against that I would point out this, that a large pro 
portion of the grain traffic from Montreal is carried on to-day in boats of eigh 
thousand and ten thousand ton. i, ee 
Hon. Mr. Dunning: About ten thousand tons average. 


Mr. Cantiey: And that is the traffic that makes the price, roughly, on carry-_ 
ing grain. I am not referring to liners. A certain proportion will take it, ‘huis 
the great bulk of the world’s traffic in grain is the deadweight traffic. Take your 
grain trade out of Montreal, the great bulk of it is carried by tramp vessels of 
that character. If your traffic conditions through the Hudson Straits will not 
permit of the employment of that type of ship, you will then have to build Ele 
superior type of ship along constructive lines both as to hull and equipment of — 
the Newfoundland sealers. If you are going to employ vessels of that class their 4 
cost will be fully 75 per cent greater than the type of vessel I am referring to. — 
It will have to be demonstrated, and it can only be demonstrated through experi- 
ence, as to which class of ships can carry on that trade. Mr. Stevens’ sugges- 
tion is—and I think it is a good one—that you put on a few of these ships. I _ 
made the suggestion a few years ago. I suggested that if you put ten ships in — 
there and got through safely I had nothing more to say about the practicability — 
of the whole route. é 

Hon. Mr. Dunnina: I can assure you, on the basis of the information that * 
we have now, that we will do that, and I will say ten ordinary ships. Pe 

Mr. Cantuey: I am sorry I cannot accept your assurance. The real test is j 
the actual work. You have your opinion, which is founded on a lot of informa- 
tion, and I have my opinion. an 

Hon. Mr. Dunnine: It is founded on the ships that have been in there and 
out in the last few years actually carrying cargoes. 

Mr. CantTLey: Some of them went in there and never came out. 

Hon. Mr. Dunnine: Which one? 

Mr. Cantury: Two of them. 

Hon. Mr. Dunnine: Which one? 


Mr. CantiEy: Two of them that Mr. Cochrane sent out. I have forgotten — 
the name now. 


Hon. Mr. Dunnine: They went ashore on the mud in the Nelson river. 
Mr. Cantey: They did get in, in one case, and never came out. 


Sir Henry THornTon: The answer to that is, that there are no ships of the - 
Canadian Government Merchant Marine of suitable size available for this ser-— 
vice without taking them off routes on which they are now profitably engaged. — 
The suggestion is a good one, and I would not hesitate to do it at all if the ships " 
were available. 


Mr. Cantey: I will submit this, that if you will give me the information — 
to enable me to pursue it, I think I could find in the list ships that can be put — 
on that service without your losing any money. t 


Hon. Mr. Dunning: I do not want any misunderstanding. I am not reject- 
ing the idea. I can assure you of this, that in some way shipping will be pro- 
vided to carry cargoes. One of the possible ways is the suggestion put forwa 
by Mr. Stevens, which must be examined, of course, and, in fact, is under exa 
ination. Naturally our minds are on this problem, but we will have to see th 
it will conform to the general economies of the whole situation. It is just a ma 
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nding the best way to accomplish the thing which both Mr. Stevens and 

e in mind, that is, that this route should get a fair test, not a loaded test, 

a test which introduces extraneous factors which are favourable to the route, 

or on the other hand a test which by its very nature introduces unfavourable 

factors. I think that Mr. Stevens will agree that that is desirable. 

Hon. Mr. Stevens: I quite agree. 

Mr. McLean (Melfort): I agree with the Minister entirely in that, Mr. 
Chairman. I want to see all the favourable factors introduced in the opening 

f a new route like this, because there are sufficient handicaps that we have not 

yet overcome, and, if we can do it, we ought to give it a little leeway. We 

ought to put in all the favourable conditions we can to start the route. There 

are factors such as lack of experience in navigation, and so forth. Sir Henry, 

perhaps you will be good enough to give me information on two points. One is 

as to the relative speed of your present shipping. 

Sir Henry Tuornton: The average speed of the present ships? 

Mr. McLean (Melfort): Of the various classes, the tens, eights and fives. 

Mr. Douerry: About nine and one-half knots; the smaller ones are slightly 

slower, perhaps eight and one-half to nine knots. d 

Mr. McLean (Melfort): The small ones are eight and one-half knots? 

_ Mr. Douerty: About eight and one-half to nine knots, and the others nine 

‘to nine and one-half knots. Then the oil burners, such as the Constructor, will 

_ probably do eleven knots. 

Mr. McLean (Melfort): That is the ten? 

i Mr. Douerty: That is the ten, yes. They will do about eleven knots, I 
think. 

Mr. McLean (Melfort): Without regular steaming. 

Mr. Douerty: Yes, in ordinary fair weather conditions. 

Mr. McLean (Melfort): Sir Henry, would you say that your ships are so 

constructed and equipped that they can be run as economically as modern ves- 

sels that you would build to-day, if you were going into the market to-day? 

Sir Henry THornton: No, they are not. 

Mr. McLean (Melfort): What percentage of increased cost is entailed 

in the operating of your ships on account of lack of modern construction and 

equipment? 

‘ Sir Henry Tuornton: I certainly cannot answer that off-hand. Can you, 
Mr. Doherty? 

Mr. Donerty: No, sir, I cannot. 

Hon. Mr. Srevens: I wonder, could I ask Mr. Doherty, or one of your 

taff here; there has been a great deal said about these ships-—I am speaking of 

he eight thousand and ten thousand ton class—being so hopelessly inferior that 

they cannot be operated in any economical way. Just in what respect are they 

inferior to the normal 8,000 or 10,000 ton freighters? 

n Sir Henry THorNtTon: Before that question is answered, I do not want 

anyone to get the impression that they are hopelessly inferior. 

- Fon. Mr. Stevens: - That is the impression we get. Every time we ask a 

question it is given back to us that there is no hope with these ships, that these 

ships by construction and equipment are very inferior. 

- Sir Henry THorRNTON: They are not modern ships, and are not as suscep- 
-tible to equal economic operation as a modern ship, but I certainly do not want 

_ to give the impression that these ships are no good. 

~ Hon. Mr. Stevens: We know that they are not passenger ships, nor liners; 

they are just freighters—plain ordinary freighters. 


“4 
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Mr. Douerty: The modern freight steamer iat for the trampin; 
is so equipped that she can handle cargoes better than we can with ou 
which are not built essentially for such a trade. 

Hon. Mr. Stevens: You mean, for instance, vessels of ‘tween deck cor 
struction. 

Mr. Douerty: Yes. These steamers have been operating in a cert, 
trade, but we find that their slow speed operates against the possibility an 
setting a paying cargo. amid» 

Hon. Mr. Stevens: Take an ordinary freighter—I see hundreds of ie 
each year—such as are carrying cargoes of grain and lumber from Vancouve 
or such as stop at Montreal; what speed do they make? 


Mr. Douerty: About the same speed as our steamers, except that the mor 
modern tramp steamers will make greater speed, but the "general run— 


Hon, Mr. Stevens: I am speaking of the general run. 
Mr. Dourrry: The speeds will be about the same. 
Hon. Mr. Stevens: Of course they will. 


Sir Henry THornton: Another thing which I think has had some effect— 
Mr. Doherty can correct me if I am wrong—is that since the war there has been. 
a very considerable ocean tonnage Built of a very modern character, with respect. 
to which we come into competition, and one of the effects of that has been to 
put out of business a very large number of our older ships. For instance, last 
Easter, I saw in the James river I should think about sixty ships which were — 
built by the United States Government during the war, and which are simply — 
anchored there doing nothing. They looked from the outside to be fairly ser- 
viceable ships; yet, because of their relatively small size and perhaps their 
slower speed, they cannot be used commercially. So we come into competition 
with a considerable increment of ocean tonnage of a modern character, built 
since the war. I do not say that I saw dozens of ships; I saw acres of ships. 
I think they estimate them by the acre, and they were anchored in the James 
river, and apparently there was no use for them. 

Mr. Hanson: You can see them yarded up in the Panama canal. I have e 
seen lots of them. ic 

Mr. Jeuurr: If I may venture to go back to my former question with — 
respect to the reduction of rates, I think it came out yesterday that there were 
some reductions on flour, and if I remember rightly, on lumber. I would like to 
know how many commodity rate reductions there were, to try and bring out. Y 
the fact whether we will have to face the same factor in the future. f 

Sir Henry THornton: I think what you have in mind is a general state-_ 
ment with respect to the rate situation last year as compared with the year 
before. 

Mr. Donerty: Every service has had its own peculiar difficulties, and to 
give Mr. Jelliff a general answer would scarcely be fair. If we could deal with 
the different services as they are, or as they have been, we could tell you what 
the corresponding earnings have been. 

Sir Henry THorntTon: Mr. Jelliff, I think an answer to your question will 
emerge when we come to consider each one of the routes with the earnings anc 
deficits of each route. At that time the rate situation can be revealed mor 
intelligently than by giving you a general answer now, which preleye wou 
not mean anything. 

Mr. Jexuirr: There is one answer which perhaps you can give, as to wheth 
there was anything like a general reduction. 

Mr. Douerry: In certain of our services the reductions were very drastic 


Mr. Woop: And wholesale. 
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Vv re CaNTLEY: Will ou be good enough to explain why you have taken 


even vessels out of one service and transferred them to the Railway 
art? 

‘Sir Henry THornton: They were transferred to the Canadian National 
lest Indies service. 

Mr. Cantiey: Why? What is the object? 


‘Sir Henry THornron: Because the company is a corporate entity and 
uld own its own implements—should own its own ships. I do not know just 
at you have in your mind, Colonel. 


Mr. Cantiny: I am not quite able to see the necessity for the change. 
Id you not have chartered the boats? 


Sir Henry THornton: Yes; we could have done half a dozen different 
1g. 

_ Mr. Cantiny: Why do this particular thing? I am not criticizing. I am 
ing for information. 


_ Sir Henry Tuornton: We have a company known as the “ Canadian 
jational (West Indies) Steamships, Limited,” and they own the five new ships, 
nd it was thought preferable for them to own all of these seven other ships. 


Mr. Cantiey: At what rate were they transferred? 

Mr. Coorrr: We gave that yesterday. 

The Cuarrman: About $25 a ton. 

Hon. Mr. Srevens: The list is in yesterday’s evidence. 
Mr. Hanson: In any event, that is the plan you adopted? 
Sir Henry THorNTON: Yes. 


Mr. Hanson: And it was necessary to have these seven ships for.that ser- 
e in addition to the five Lady boats? 


‘Sir Henry THorNTow: Yes. 


‘The Cuamman: I think we will probably make more progress if we go 
Item by item. 


Mr. Cooprr: The book value of the vessels as of December 31, 1927, is 
wn at $62,370,683.92. 


Hon. Mr. Srevens: That is a reduction? 
Mr. Cooper: There was a reduction during the year of $1,124 335. 14. 
Hon, Mr. STEVENS: Written off? 
Mr. Cooprr: Yes. 
Hon: Mr. Srevens: Ships scrapped, sold, disposed of, etc., etc. 
Mr. Cooper: It was the Canadian Raider which was written out—just one 


Hon. Mr. Stevens: How much did you take out of the depreciation fund 
that? 

Mr. Cooper: The amount of depreciation accrued against it was $336,- 
03. 

Hon. Mr. Stevens: That was taken care of out of the depreciation reserve? 
Mr. Cooper: Yes. 

Mr. Geary: It is credited to depreciation reserve? 

. Coopgr: It is charged to depreciation reserve. 

. Geary: And the rest is what? 


Cooper: The capital cost of the ships is written off as against the 
al Blobilty. account, which is represented by the capital stock. 


NB } COM: . ey 
Mr. Coorrer: Yes, absolutely. The amount of interest inclu 


duced; the amount of depreciation is reduced, and to that extent the 
and loss deficit is reduced. 


Mr. Geary: That means your cepa reserve is not 2 
could have taken the whole capital cost out? 


Mr. Cooprr: No. The book value was $1,151,000, and the depreciati 1 
shown at $336,094.03. We accrued the interest at a rate of 44 per cent. 


Mr. Geary: Was it destroyed? 
Mr. Coover: It was wrecked, yes. 
Mr. Geary: Any insurance? 

Mr. Cooper: Yes, there was a small amount of insurance 6100008 


Mr: Geary: You ought to be able to take care of all of your losses, beeat 
that is taken as a factor in setting up depreciation. 


Mr. Cooper: We would not expect that unless a boat lived twenty 
years, and we accrued depreciation on a 4 per cent basis. 


Mr. Geary: That is set up on a general basis. You may lose a ship 
the end of a year, and you take care of that in estimating your ai 
the same with obsolescence, wearing out and destruction. 


Mr. Cooper: This had a book value of $1,151,000, and with that accrue ‘ 


interest for:depreciation at the rate of 44 per cent, the total depreciation accrued 
to date was $336,094.03. 


Hon. Mr. Stevens: You said that there was $152,000 insurance. Wa 
that insured in your own insurance reserve? e 


Mr. Cooprr: Yes. There would be about eight years’ depreciation aceruet 
against this particular ship. 


Hon. Mr. Dunnine: Mr. Cooper, to clear it up, you might deal with on 
of the cases where you sold a vessel. 


Mr. Cooprr: It is exactly the same thing. 


Mr. Geary: You do not set up a depreciation reserve to take care o 
accidents? % 


Mr. Cooper: They are covered by insurance. 
Mr. Geary: You have not insured them up to their value? 


Mr. Coormr: No, only on the present day value. These boats are al 
carried in the investment account. 


Sir Henry THorntron: If we could insure these ships at their origi : 
value, the solution would be simple. 


Mr. Geary: Your present value is approximately your book value, les 
depreciation? ~ aE 

Mr. Coorrr: No, sir. 

Mr. Geary: Why not? : 


collected from the insurance company, with respect to that vessel on the bas 
of $28 per ton dead weight. 


Mr. Geary: Your present value is presumably your book values less 
depreciation? 

Mr. Coorrr: No, sir. 

Mr. Geary: Why not? 

Mr. Coorrer: The insured value is something like $28 a ton—we only co! 


from the insurance company the eo worth of that vessel, which is 01 
basis of $28 per ton.. 
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ENRY eee eee If the ee lived out its life. 


Geary: We are talking. at cross-purposes. There is that much left 
he book value of the ship, as representing the difference between the cost 
e and the peruano, theoretically. ap hat must be sound, 


[ _Grary: Therefore you have to take their residue value. 


r Henry THornron: Nor the residue value; if we could, the faster they 
e wrecked, the better. 
: . ete The pie eae is ee set ie to oe ae the used up value? 


encoun: oe ae ky teen, i. values. 
_ Hon. Mr. Stevens: About three times. 


ting loss ae cee ne $3,600,000, which you arrived at by taking 
s and adding to it about $2,400,000 odd for depreciation. That is not 

, as it represents something on the book costs of the vessels which is 
peer out of proportion to what the operating cost should be fairly charged 


on. Mr. Srevens: Is there any reason why, in connection with the Cana- 
overnment Merchant Marine, Sir Henry, we should not reconstruct the 
1ancial situation so as to reflect a fair value for these ships? 

Sir Henry Tuornton: That principle, of course, is obvious, and cannot 
4 uccessfully attacked. It is true of the Canadian Government Merchant 
farine, and it is also true of the greater portion of the Canadian National 
ways. 

on. Mr. STEVENS: Lee is true, and why should we not do it with the 


ther ay was hee ened ce the Ge fcdba National Railways? 

Sir Henry Tuornton: That is one of the things which we have to do 
nection with the whole situation. 

Hon. Mr. Stevens: It is manifestly absurd to go on piling up this dis- 
pa. ey each year, and in this instance if you have a ship lost you have five 
six hundred thousand dollars which cannot be covered in any way shape 
by depreciation or msurance or in any other way. 

- Henry THORNTON: We have to consider the whole question of policy 


spect to the Canadian Government Merchant Marine and the railways. 
in connection with it there can be no argument but that it ought to be on 


financial ee s it is to be continued. 


oe ioe re That is one oot the things which we have under 
S pions and we may GOit. 
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Hon. Mr. Dunne: Pragiteg that, the oe prin 
approval. i 
Mr. Geary: Oh, there is no dnube of that. 
Mr. Cantiey: Certainly that is right. 
Mr. Geary: The more you write it down, the more money you wil 
Hon. Mr. Stevens: I think that construction could not be put up 
Sir Henry Tyornton: I think that construction could hardly be 
what Mr. Stevens said or I said. There is a very ample margin in the 
account to write these steamers down to a very fair value, and still u 
cessful. s 
Hon. Mr. Stevens: These steamers were consteueed at from $67. 
ton up to $100 per ton? : ve 
Mr. Cooper: es than that. 
Hon. Mr. Stevens: The lowest was for contracts at $67.50. 
Mr. Woop: Oh, ee were several that went up to considerably more 
$100 per ton. 
Hon. Mr. Srevens: And they are worth to-day to build from $45 to 
per ton. 
Mr. Woop: New ships, I think, could be built around $45 a ton. 
Sir Henry THornton: In connection with ocean rates, you have to unc 
stand, as you no doubt do, that there is no regular body which passes up 
and fixes ocean freight rates. 
Mr. Hanson: That is to enforce the rates, but | think it may be said 
there is a body which does fix rates, with equal effect, practically, —the Noi 
Atlantic conference. . 
Sir Henry THornton: And more than that, ocean freight rates are 
by competitive conditions very largely. 
Mr. Hanson: I wish they were. 
Hon. Mr. Srevens: And they would be fixed upon the cost of t 
largely, so that I think you might-as well wipe out this terrible deadweight | 
which you are having year by year, which is very much against you. 
Mr. Grary: Are you referring to writing off all the ships? 
Hon. Mr. Stevens: I am referring to the $61,000,000 for ships, whic 1a 
worth only about $30,000,000. 
Sir Henry THornton: Mr. Stevens is referring to the preci cond 
of the accounts, which was very peculiar. 
Mr. Cantiey: Why not face the situation and write them dow to 
the value should be. 
Sir Henry Tuornton: We have been carrying that burden both on 
Canadian Government Merchant Marine and on the Canadian Nationa 
ways for six years, and it is discrediting and disheartening and puts the C: 
dian situation in a false position. 
Mr. Canriry: Here there -is nothing involved except the mere fa 
writing the thing off. 
Sir Hmnry THornton: You and I do not differ one hair's eae on 
Mr. Grary: What would happen to your balance sheet? 
Mr. Coorrr: We would write off the liability to the government. 
Mr. Geary: And that is carried now as an asset, is it not? 
Hon. Mr. DuNNING: - cannot ee to that now, Mr. Gea 


not face as an ade “asset. 
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. Dunning: When you sold a vessel, your notes to the Dominion 
et to that vessel had to be taken care of, and are taken care of by 
immediately? 


Mr. Cantiry: If you do that, our depreciation account should be increased 
er cent. On a new ship you write off half her value in ten years, and 

no ship afloat which is worth half of her cost value in ten years. 

n. Mr. Dunnrine: If we come back next year with a readjusted Mer- 

Marine, I understand we will have your approval in principle? . 

. Cantey: Yes, you will. 

r. Geary: I do not say that you will at all have my approval. 

Hon. Mr. Stevens: You will have, as far as I am concerned. I think it is 

tly ridiculous that we should go on kidding ourselves that we have this 

100,000 assets when we have nothing of the kind. And not only that, but 

have other charges which are not operating, of $3,900,000, and that is 

uded in the total deficit of $57,784,000. At least half of that interest charge 

‘not appear there at all. 

Mr. Geary: It is the same principle which enters into the reconstruction 

of the National Railways. There are a great many other factors which I would 
ant to consider before I would agree to it. 


née 

on. Mr. Dunnine: I do not think it is fair to the railway to say that the 
ition is the same, because in this case the assets to-day are undoubtedly 
; worth their depreciated book cost, on account of the high original cost. No 
s claiming that the railway is in that position, so far as its physical assets 
oncerned. The parallel is not exact, I would say, for consideration. 
Mr, McLean (Melfort): It would not make any difference to the Marine 
istrators if the capital disappeared altogether, because at the present time 
capital is not earning operating cost, whereas the railroad is earning more 


hey were put on a sound financial basis. - 

‘Mr. Geary: Who is to say that the capital account of the Canadian 
sional Railways represents the proper capital cost? 

Mr. McLean, (Melfort): I would not say as to that, but it is more encour- 
to the railway than the present position is to the Merchant Marine. 

fr. A good deal more would have to be said before I would say 
would agree. 

- Cooper: I was just thinking, Colonel Geary, we are figuring 4 per cent 
jation on a boat at $200 a ton while the present day cost would be about 
e are therefore figuring at the present time depreciation at about 32 per 
on the present day value. 

Mir Geary: You would have to write it down to its present day value, to 


‘in ten years would just about bring about the result which Colonel Cant- 
vys that you have, a half value there; and you have the other half repre- 
in your reserves. 

r. Cooper: We are writing off only about 32 per cent. 

McLean (Melfort): You are saying Colonel Geary, that if you cannot 
the proper proportion of the cost for depreciation, you should increase 


Geary: You should write off the cost every time you lose a ship. If 
t lived out its life, you have not written off anything like its book cost 
s life. Supposing it lives a full life, at 44 or 5 per cent. your deprecia- 
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Mr. Cooper: 44 per cent on the pre 


Mr. Geary: No, you set up the depreciation on the book ee 
percentage is fixed on a twenty year life. If at the end of t vt 
ship dies, your reserves would equal your book cost? 


Mr. Coorprmr: Yes, surely it would. 
Mr. Geary: It is only in case of an accident that it ronal not 
Mr. Cooprr: It is where the life of the vessel is less,— 
Hon. Mr. Dunnine: Or in the ease of a sale. 


Mr. Geary: The only time it is right is when you fix upon its life in 
lives its whole life. 


Mr. Cooprr (Reading): 


Plant and equipment... &.02240 0 32 ah oo ee eee 
Office: furniture & fixtures, (2) ee 56,050 26 


Other 5. a ae ee 285 00. - 
Total oot a eee eet 
Current: 
Cashin bankses gta ae ee ee ae at eel eenradl 
Accounts ‘receivable: 0405. ga ee eile ee 
Due by agents.. .. 0 035;091 09: 
“ Advances to Captains, Crew and Agents ‘$ 95, 943 10 
Inventories of Stores and Supplies .. .. 189,417 13 
Total . 


Unadjusted Debits : : : : : : : : CMD eC ee EN 
Insurance Fund . 


That is the investment of the fund. 


Hon. Mr. Stevens: What is that invested in? 


Mr. Coorer: Dominion of Canada Bonds, Guaranteed Bonds ge M mi 
Bonds,—all high class. 


Sir Henry THorntTon: It is all invested in sound securities. 
Mr. Geary: Trustee securities. 
Mr. Hanson: It is an actual fund, then, not invested in ships. 
Mr. Cooper: Yes, real money. 


On the liabilities side of the balance sheet we have the Capital St 
$450,900.00. 


Mr. Geary: The Capital Stock, does that represent cash at all? 
Mr. Coorrr: The $900 was cash, I believe. Le 
Mr. Hanson: Those were the Directors’ qualifying shares? 
Mr. Cooper: Yes. eee 
Mr. Geary: They were issued as paid 1p? 


Mr. Cooper: They are fully issued stock. There was $10,000 ( p 
boat. We have forty-five vessels, and we have $450,000 of outstan ne s 
plus $900, nine shares for Directors’ qualifications. Ber ae. 


Mr. Geary: Paid in cash or arranged? 
Hon. Mr. Stevens: All that is owned by the government. 
Mr. Con The $450,000. 


Mr. Hanson: Oh, the eavomndent put up that money, a : 
Sir Henry THornton: That is a philanthropic movement. 
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. $ 660,900 00 


210,000 00 


$ © 450,900 0” 


ae ae and Advances due Do- 
-minion Government (Secured by 
_ Mortgages on Eat ee O0.689.601, 67, 
Yeh 


es ae 10639902. 45 
- Interest Accrued to December it 1928 29 ‘005 063 00 


$100,334,637 12 
Advances by Canadian National Railways... .. .. .. $335,245 47” 


Hon. Mr. Stevens: What was that? 

Mr. Coorver: The Merchant Marine was a little short of working capital, 
was necessary that the National Railways should lend them that amount 
capital. It is somewhat of a temporary situation. 

_ Mr. Geary: You have only about $1,700,000 working capital? 

r. Cooper: We have not as much as that. 

r. Hanson: There are current assets. 

Mr. Geary: Don’t bother. What do you call your working capital? 

Mr. Cooper: I should say it would be everything except the capital assets 
the capital liabilities, apart from the investment of the insurance fund, 
h could not be drawn upon for ordinary working purposes. You see, apart 
mm. those unadjusted debits, it is all current. 

Mr. Hanson: As a matter of fact from the examination of these accounts 
would show you have not any net assets. 

Mr. Coorrer: We have some working capital. Altogether we have 
000 of working capital. We had not received at December 31, 1928, 
ll deficit for that year by an amount of $533,000. So that the net work- 
ipital position at December 31, 1928, was $879,000; but when we have 
reimbursed by the government for our full deficit, in 1928, it will be 
2,000. But that again is a little short of what we should have. 

The Cuarrman: Accounts payable. 

Mr. Cooper: “ Accounts payable, $1,175,212.97.” 

Hon. Mr. Stevens: What are they? 

r. Cooprr: They are vouchers unpaid. 

on. Mr. Stevens: Just open account? 


Mr. Coorrr: Chiefly. 
Hon. Mr. Srevens: That is not large. 
Mr. Cooper: No, it is quite current, too, it is in October, November and 


. Hanson: All over the country? 
: Cooper: aa oe fuel and Sete 


fr. Coormr: Yes. 
Hanson: As against $2181 128.44 of accounts receivable. 
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Mr. Cooprr: (Reading) 


Balances of Uncompleted Voyages. . uy 
Reserve for Depreciation—Vessels .. .. .. .. 
Insurance Reserve.. .. 2 gate OS ON ore a aaa 


Profit and Loss—Deficit.. .. .. .. .. ... Bv(@4583 al 


The Cuairman: Is it desired by the Committee that we should gx “thr 
the operating account in detail? ae 3 

Mr. Cooper: Any questions on the revenue account, I think Mr. Woo 
Mr. Doherty would answer. nee : 

Hon. Mr. Srevens: On Operating Account, I remember that on pre 
occasions there has been a hesitation to disclose the voyage returns, which 
quite natural and, I think, probably quite proper, because you cannot disc 
your competitors just exactly what you have secured out of various voyé 
But I wonder could we get a statement of the various services you hav 
what is the general result from those services? Take all regular and well este 
lished services first. be 

Sir Henry THornton: I think you will probably pretty well clear up tl 
operating account, both as to revenue and expenses, if you would consider 
think you did in past years, the various routes on which we maintain servic 
Now, as in the past, as Mr. Stevens has said, this discussion should not be m: 
public. 

Hon. Mr. Stevens: I think that is quite fair. 


The CHarrMan: We will ask the press not to take down anything Sir Henry 
says on that heading. Be 
Sir Henry TuHornton: In former years, when we came to discuss the - ( 
age accounts we asked the press to retire. — is 
Hon. Mr. Stevens: I would suggest that we need not go into the voya 
accounts. I am speaking for myself, and Colonel Cantley agrees with me. O 
gentlemen may express their own views. If we get a picture of the services 
without going into the voyages, I think it should be satisfactory. 
Sir Henry THornton: I rather think, Mr. Stevens, I could give you a sta 
ment in general terms without going into the respective voyages, which wou 
serve your purpose, and which would disclose nothing more than could ordi 
arily be obtained. : oe 
The Cuatrman: Is there any objection to that being made public? 
Sir Henry THornton: No, not in that respect. ; ; 
The Cuairman: Alright, gentlemen. 


Sir Henry THornton: The situation is as follows, gentlemen: In 1928 the 
were 235 voyages, from which the total revenue was $9,112,484.53, dividec 
follows: from export revenue, that is to say revenue on exports from Canad 
$5,197,833.70; and on import traffic $3,914,600.83; making the total above give 

Now, as compared with last year, that is with 1927, we operated 240 vo 
ages from which the total revenue was $10,212,159.04; of that amount, { 
exports there accrued $6,591,054.52; and from import traffic, $3,621,104.52. 

The routes covered in 1928 were: London and Antwerp; Cardiff and V 
sea; West India, passengers; West India, freight; Halifax to West Indies 
New Zealand and Australia; to South America; to Newfoundland; and Chart 

In 1927, the routes covered were again: London and Antwerp; Cardiff 
Swansea; West Indies, passengers; West Indies, freight;, Halifax to West I 
Australia and New Zealand; Newfoundland; and again, Charters. 

Then in addition to that, on the Pacific coast there were the inter-ci 
services, the Pacific coastal services, Vancouver to Great Britain, and 
ver to Antwerp. ses Se 
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y Tad South Mieriga? 


r Ebay Tuornton: That is not in this year’s cee There were 
ings to South America in 1927. 


n. Mr. Stevens: You have cancelled the Vancouver and Great Britain 


Henry Tuornton: Yes, in 1927, that was cancelled; that does not 
pear in 1928. 
5 Mr. JevuirF: Have you the incoming and outgoing revenue? 
_ Sir Henry THornton: I just gave you that. The export would be out- 
ng and the import would be incoming. 

Mr. Jevuirr: I meant the routes. 
‘Sir Henry Tuornton: Yes, I have that for each route, but I understood 
would not go into any detail. 
‘Mr. Jeuuirr: No, I would not ask for that. 

Mr. McLean (Melfort): I notice that there were $1,100,000 less earnings 
year than the year before and the tonnage was greater. 


Sir Henry THornton: The tonnage was greater, and the earnings were 
less due to reduced rates. I think most of it was due almost entirely to reduced 


ght rates. 

- Mr. McLean (Meljort): Dour 10 per cent reduction. 

Mr. BELL (Montreal) : Has the rate war been settled at all? 

a Sir Henry Tuornton: Yes, that has been settled. 

‘The Cuatrman: The war is over. 

Just aa what way has the New Zealand rate been settled, 


Mr. Woop: We Be eica in Leanne a ae of the voyages because we 
ceeded in getting two-thirds of the entire business built up curing the pro- 
ss of probably two or three years. 
- Hon. Mr. Srevens: Is that from eastern ports? 
Mr. Woop: From Montreal in summer, and Halifax in winter, through the 
anama Canal. 

-Hon. Mr. Srrvens: But not from Vancouver to New Zealand? 
Mr. Woop: No. 
Mr. Grary: Is it mostly butter? 
“Mr. Woop: No,.we do not bring any butter; the other fellow does that. 
m sorry we do not bring the butter as we would earn more money. 
‘Mr. Hanson: You are handicapped for the butter trade? 


Mr. Woop: We are not equipped for the butter trade, unfortunately. If 
mes, we would like to handle it. There is a ship leaving New Zealand in 
veek with 12 000 boxes of New Zealand apples coming into Halifax. Those 
es are packed in boxes made out of British Columbia lumber. 
Mr. JENKINS: Where would those be destined for? 
ir. Woop: For points in Quebec province, and Ontario, as far west as 


_ Geary: They do not send any to the Okanagan? 
Vir. Woop: They are all sold to arrive; none are sold on commission. 
. Bett (St. Antoine): Can we get details of that apple shipment from 


Mr. Woon: Twelve thousand boxes. 
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Mr. Bru (St. Antoine): “Would j it b out a the way to sk hi 
on ship shipment would compare with the treigitt on apples fro: 
valley to Montreal? ane 

Mr. Douerty: Probably 75 cents per heared: on basen from New 


Mr. Buti (St. Antoine): And what would it be a from 
Okanagan Valley to eee 


Mr. Page on he it compare in terms of poses? 

Mr. Douerty: I would say about the same. 

Mr. Woop: The same size of boxes. 

Mr. Jenkins: What time of the year would they come here? 

Mr. Woop: They are coming now. 

Hon. Mr. Stevens: From now until about the end of July. We: ‘ha 
Australian apples coming to Vancouver for the last thirty-five years, to’: 
knowledge. Of course, we ship them out of British Columbia because 


certain moth. There are no regulations in the east. That is a provincia 
lation. 


The Cuarrman: In view of what Sir Henry has told us, is it still the 
of the Committee to go through those operating accounts, item by item 
Mr. Hanson: Has Sir Henry completed his general statement— _ 
The CuHairMAN: That is the general statement. 
Mr. Canriey: There are only one or two items here that I dpa 4 

ask a question on; one is, with regard to the eablegram account. The busi 


was not much greater than it was the year before. What was the cause 
difference in figures this year? = Se 


Sir Henry Tuornton: General run of business. 
The CuarrMan: Do you want to consider the deficit account? 
Dr, Bein (St. Antoine): Before you leave that, Sir Henry, I see by 1 
newspapers that you are now agents for the Norwegian American Lin 
this a new departure on the part of the Canadian National to become gi 
steamship agents? You might explain that to the Committee? 2 
Sir Henry THornton: Certain steamship companies, for convenie Be 
represent us abroad, and we represent certain steamship companies for 


venience here. The details of that Mr. Wood can tell you about, or 
Doherty. Is that it? 


Mr. Woop: Just about that. They have come in here and asked u 
take care of them, that is all. 


Sir Henry Tuornton: There is a certain traffic advantage as far as 
railway is concerned in representing certain steamship companies. It i am 
no particular significance. 


Mr. McLean (Melfort): You evidently handled your traffic a good” de: 
cheaper last year than the year before; $1,112,000 less money handlec 
freight and you only increased your deficit by $500, 000? 


Sir Henry THornton: That is right. 


Mr. McLean (Melfort): You handled your business more cheap 
more efficiently? 


Sir Henry TuHornton: Probably a little of both. ~ % 
The CuarrMAN: Any questions, Mr. Geary? 


Mr. Geary: I was going to ask Mr. Cooper to explain that ite 
on notes due Dominion government, $490,000. 


‘a yeni en . 
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Coo ER? That is in connection with the writing off of the Raider, 
we explained we had to write out from the depreciation reserve and the 
from the interest accrual account. Of course, that reduced the deficit 


Geary: Then your liability in connection with that was written off 
e government too? 
. Cooper: Was written off by the government. 
Pr. Geary: Yes, if they had a charge for interest against you— 
‘Mr. Cooprr: No, they do not accrue interest in the government accounts. 
not represented in the government accounts in any way. 
Ar, Geary: Then it is on notes due the Dominion Government; the 
minion Government must have those notes? 
Mr. Coorrr: They have notes, but in the public accounts they do not set 
accounts receivable for interest from the Merchant Marine. 
se Geary: So that was never charged up in the government accounts 
all? 
Mr. Cooper: No. As a matter of fact, im connection with the Canadian 
National Railways, for the total interest $280,000,000, there is no corresponding 
et in the government books. It is the same thing with the Merchant Marine. 
Mr. Hanson: I would like to ask a question, Sir Henry, which is not 
mane to those operating accounts. Is it your opinion that the operation of 
the Merchant Marine has had any effect, and if so what, in cutting down 
transatlantic and other freight rates, because if it has not I do not see much 
in keeping up this Merchant Marine. 
- Sir Henry Tuornton: Well, that is not altogether an_ easy question to 
answer. I think myself it has had a certain indirect beneficial effect as far 
as the Dominion itself is concerned. The knowledge of every steamship com- 
pany that the Canadian Government has a Merchant Marine service which is 
irely unhampered in the matter of freight rates, I think, has the. effect 
probably preventing extortionate rates. But the question is by no means | 
easy one to answer off-hand. 
‘Mr. Hanson: Your suggestion is this, that it has a deterrent effect in keep- 
g those fellows down? 
Sir Henry THornton: I should think that that would be a fair statement. 
Mr. Hanson: I call your attenion to the situation so far as the Nova 
tia fruit growers are concerned. As you are aware, nearly all the apples 
own in the Annapolis Valley are exported to the old country. The Co-opera- 
Growers’ Association were notified by the North Atlantic Conference that 
they would ship all their stuff by the Conference steamships they would have 
te, we will say, of 90 cents a barrel, but if they did not ship the whole 
rop it would be $1.10 for any portion that they did ship. That is about 
ht, is it not, Mr. Wood? 
Mr. Woop: The inference there is that the balance of the stuff would be 
lipped by tramps. That was to prevent them using tramp ships. 
Mr. Hanson: Or anything outside the Conference? 
Mr. Woop: Anything outside the Conference. 
: Mr. Hanson: For instance, over the Merchant Marine. 
Mr. Woop: Well, I do not think we figured anything on that business at all. 
Mr. Hanson: You had no service? 
Mr. Woon: We did carry some apples. : 
Mr. Hanson: My information was that you did carry it? 
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Mr. Woop: We carried some. ai: Ma 


Mr. Hanson: And they interante Tene: it, even thoumiiae CO 
more money. I got this from one of the shippers; with the result 1 
were penalized on any shipments they made by a Conference ship 
your service have any effect on breaking up that discrimination—bee: 
is what it is. 

Mr. Woop: No, I do not think so. 

Mr. Hanson: You could not help that situation? : 

Mr. Woop: Our service is not large enough, an odd shipment on a small 
ship, would not carry very many; our ships going into Swansea would car 
only a few apples. Liners of big capacity would. carry 15,000 barrels wh 
we would carry three or four, and give a more frequent service. They wou 
probably ignore us in the matter. 


ie oe ee that. ee Mi a Beane in the situation be oe not hel 


ae Jetuirr: To get ae to the jae I ara previously, ssid Head 
think said there had been a drastic reduction in rates. I would like to oe 
idea of the commodities to which that applied. 

Sir Henry TuHornton: Mr. Doherty will explain that. 

Mr. Donerty: Without disclosing the services I would like to give you 
indication of some of the tonnage increases we have had, with the relatively 
reduced rates. I cannot call it revenue, but there is one service; for exampl 
in 1928 we carried 109,000 tons, and the rate was $8.12 per ton, whereas in 
1927 we carried but 63 ,000 tons, or 40,000 tons less but at an average freight 
rate of $11.40 per ton. I think that will help to explain what: we have iz 
mind when we say we have more tonnage but a lower revenue, because of th 
reduction in the freight rates. I can pick out another one here and there. 

The CHatrMaANn: I think what Mr. Jelliff wants is the details of some of th 
commodities on which freight rates have been reduced. 

Mr. Donerry: We had automobiles, we had grain—erain rates h 
been lowered—flour rates have been lowered, rubber tires, and general cargo. — 
Take the Australasian situation for example, one of your ‘members mentioned 
a few moments ago; that naturally had a bearing. We have had. difficulties, a 
in the trans- Atlantic trade, for reasons that have been already explained, 
better type of steamers running in competition with us. We are getting the 
bulk commodities, paying the lowest rates, whereas the faster and bette 
steamers are getting the fine cargoes, the perishable cargoes, the general cargoes 
which bring them relatively better rates. We had a service to Newfoundland, 
which we had to withdraw, because of the competition of a number of sm 
steamers coming in, including Norwegian steamers, prepared to take very 1 
rates, because the importations into Newfoundland declined so far as the 
Lawrence ports are concerned. These are the factors in the general situati 

Mr. Hanson: Your Government subsidized one route to Newfoundland 

Mr. Donerty: I do not know that: 

Mr. Hanson: The Clark Steamship Company get a subsidy? 

Mr. Douerty: I do not know whether they do or not. 


ir. Hanson: You know there has been an impasse hetween cee two g 
ernments, and the subsidy has not been paid. 


Sir Henry Tuornton: Does that answer your ques 
Mr. Hanson: Perhaps it does. 
The Cuatrrman: Any further questions? 


= 
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" McLean (Melfort): Is that reduction in rates distributed over the 
of your commodities, or concentrated only in a few spots? 

Mr. Douprry: It has been general, in respect of certain services. It has 
en brought about from time to time owing to conditions in other services, in 
mnection with certain commodities. For example on grain to the United 
egdom and the Continent, the rates practically throughout the year were | 
er than the previous year, due to various conditions, all of which were 
yond our control. We had our full share of the grain traffic. 


Mr. Betu (St. Antoine): There is one question I would like to ask Sir 
Henry. After your new boats were put on the West Indies trade, you made 
provision under the West Indies Treaty for the carrying of some seventy 
housand bunches of bananas between those ports and Canadian ports. I 
would like to know how the planters, if this question is not out of order, intend 
to make use of the Canadian Government Merchant Marine, when the United 
3 ruit Company, with their own boats and their own plantations are having the 
‘same privileges in shipping bananas into Canada. In other words, the people 
who grow bananas will have to pay freight to you, when the United Fruit 
Company with their own boats and their own plantations can also ship their 
ananas into Canada with the same privileges. In other words under the 
Treaty there is no special privilege given to the Canadian Government Mer- 
chant Marine; is that correct? 
- Sir Henry Tuornton: In the first place, in Jamaica there is what is 
‘known as the Jamaica Banana Producers’ Association, and they will ship 
xclusively by our West Indies service. Their production represents a very 
ree proportion—I do not remember the exact percentage, but a very large 
percentage of the total production of Jamaica. We have made an arrange- 
ent with the Georgia Fruit Company, which is a very large fruit-selling 
company, and which is undertaking to market these bananas throughout 
Canada. We were obliged to make an alliance with the Georgia Fruit Com- 
pany, in order to equip ourselves (when I say ourselves I mean the producers 
d ourselves) in order to equip ourselves with selling agencies, experienced 
selling agencies, throughout Canada. The Georgia Fruit Company is a very 
large and important concern. I think, if I remember the ficures correctly, they 
ell something like $70,000,000 worth of fruit a year. 
Mr. Woop: Something like that. 
Sir Henry TuHornton: They are very experienced, very aggressive, and 
ery resourceful. Answering your question, our feeling is that with the support 
f the Jamaica Banana Producers, with the support of the Georgia Fruit Com- 


pany, and with our shipping facilities both by land and water, we shall be able 


nada? 

Mr. Woop: No. 
Mr. Geary: Bananas seem somewhat important. How many are there 

hipped? 

Sir Henry THorNToN: You would be astonished at the number of bananas 

hat are sold in the world per annum. I do not know how many; hundreds of 

millions anyway. 

Mr. Woop: I think Canada consumes between two and three million bunches 

ear. 

é Mr. Geary: Do you lay bananas down in Toronto, Hamilton, or Buffalo 

‘as cheaply as they can be laid down by the New Orleans Shipping Company? 

Sir Henry THORNTON: We must, if we are to get the business. 
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Mr. Woop: On bananas coming to Montreal there : 
lower rate than from New York or from Philadelphi oe 
Mr. Hanson: There is also fifty cents duty? == 
Mr. Woop: Fifty cents duty, coming through American ports. 
Mr. Hanson: Anything that comes in subsequently? Se 
Mr. Power: Leaving aside the question of the West Indies and th 
obligations, if Parliament in its wisdom decided to-morrow that the whole 
dian Government Marine were to be sold, lock, stock and barrel, what 
\e Me effect on the Canadian National Railways, aside from the — 
tions? ae : 
Sir Henry THornton: That involves a good many questions. To b 
with, the Canadian National would lose a certain revenue, which was give 
one of the previous meetings. 
Mr. Hanson: It might not necessarily lose the whole of it. 
Sir Henry Tuornton: It might not. ss 
Mr. Power: Leaving aside the general interest of the country as apar 
the Canadian National Railways, I am speaking of what effect, adverse or 
wise, would it have on the railway system? Ba 
Sir Henry THornton: We would lose a certain gross revenue; — 
$1,500,000. : 
Mr. Geary: Between $1,000,000 and $1,500,000? af 
Sir Henry TuHornton: Yes. = 


Mr. Power: At the present time we are losing that on the operation of the 
Merchant Marine. . 


Mr. Hanson: I would like to point out that we might not lose all of it; ° 


might lose a part of it. : 
Mr. Power: The only advantage is, the general advantage of the produce: 
of bananas in shipping their bananas to Canada. ie 
Sir Henry Tuornron: The chief advantage is a strategic advantage. — 
The CuairMan: Will somebody move the adoption of the report? | 


Hanson moves, seconded by Mr. Power, that the annual report of the Can 
Government Merchant Marine be now adopted. : 


As 


Motion agreed to. 


The CuarrMAN: Mr. Henry wants to place a statement on file, if th 
no objection. 
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following table shows, in column 1, the adjustment made in Public 
ts at 31st March, 1919, in respect of advances to constituent parts of the 
an National Railway System, and column 2, amount of these items as at 
larch, 1928, column 3, the changes that have taken place since the trans- 


Or 


Adjustment 


from active eas Increase since 
ee to non-active 5 : 
assets as at transfer 


assets as of : 
March 31, 1919 March 31, 1928 


= Sa cts: $ cts. $< ctse 


SARA och AE ey Nie ar 108,104,453 97 | 265,408,804 28 | 157,304,350 31 

FEES Gea a Mek ap the cm 84,190,186 70 | 116,051,932 31 31,861,745 61 
SORE Ve ar A See SUR ct tS a alia Mae Dae ee 593,733 33 | 118,582,182 33 | 117,988,449 00 
Hoy RE Reg a da 33,955,867 07 | 57,154,320 71 23,198,453 64 
cic Be pONHO EC Io ETT AUPE PERE aU 74 Pisce erst iti TG ratty are a ge 54,550,000 00 54,550,000 00 


226,844,241 07 | 611,747,239 63 | 384,902,998 56 


e through. We might as well pass them and carry them. 
_ Mr. Hanson: That is a pretty large order, Mr. Chairman. I object to 


The CHAaiRMAN: All right. 

‘Mr. Power: Why do we not have another meeting this afternoon, if Sir 
ry desires to go away? Call a special meeting this afternoon, if Sir Henry. 
its to go away, when all the members can he present. 

“Mr. Jetuirr: I think last year an itemized statement was given of the 
ount required. 

The Cuairman: Will four o’clock this afternoon suit? 


The Committee adjourned until four o’clock p.m. 


AFTERNOON SESSION 


pas 


a The Committee resumed at 4 p.m. 


The CuairMAn: Let us proceed, gentlemen. 
r Henry THornTon: Mr. Chairman, I take it that you now wish to take . 
- budget? Is that right? 

The Carman: Yes. 

ir Hpnry THORNTON: We have prepared a memorandum from data with. 
to the budget which I think will aid the members in this examination, 
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Sir Henry THornton: If you ail refer to “bat memoran m 
will find it will make it very easy for you. It is the same analys 
as we made with respect to expenses. On the first page you will find 


and then there are separate phrases which give = details of each Bi. ) 
items listed on the first page. 


The CuHatrMan: Perhaps it will be easier to Bee the items con 
the report. 


Sir Henry THornron: Mr. Fairweather, will you read those- items 
Mr. FarrwearHer (Reading): “Summary of financial requirement 
resources applicable thereto, together with summary of proposed capital ex 


tures required for year ending December 31, 1929. Interest on funded and the 
debts.” The details are on pages 2 and 3. 


Hon. Mr. Stevens: It is just a repetition of what we have been ovel 
Sir Henry THORNTON: Yes. ae 
Mr. FairweaTHer (Reading): ‘Grand Trunk Pacific Guanes In 


est.” The details are on page 3. ‘ Dividend on G.T.R. 4 per cent Guaran 
Stock.” The details are on page 4. 


Hon. Mr. Stevens: That is the stock you arranged for recently, and ever 
thing was satisfactory? ee 
Sir Henry THornton: Yes. I am having them read, so we will not 
sight of anything. 
Mr. FairweatHrr (Reading): “Sinking Fund Payment.” The d ta 
are on page 6. 
Hon. Mr. Stevens: This sinking fund is set up-—— 
Mr. FAIRWEATHER: On the securities shown there. 
Hon. Mr. Stevens: Why are they not provided for in a general way? 
Mr. FatrrwraTuer: They are provided for in the trust deeds. 
Hon. Mr. Srevens: It is not general. 
Sir Henry THornton: No. : 
Mr. FarrweatHer (Reading): “ Equipment Principal Payne 
details are on page 7. 
Hon. Mr. Stevens: This is usually paying off maturing equipment bonds 
Sir Henry THornton: That is right. 


Hon. Mr. Srrvens: Are these all standard equipment bonds, or are Si 
of them special? - : 


Sir Henry THorNToN: They are all standard. Are there any further q 
tions on this item? He 
Hon. Mr. Stevens: No. 


Mr. FarRweaTHER: Cana! “ Retirement of Capital Ole ee 
details are on ve 8. 


apne oad the uke key 


Mr. FairweatHer: That represents payments due on the ships ie err: z 
from the C.G.M.M. to one of the subsidiaries operating on the Great Lake 


Hon. Mr. Srevens: “The Canadian Northern system branch— bonds ’ 
is that at full maturity ? 


Sir Henry THornton: I think it is, yes, 
Mr. Cooper: That is full maturity? 


Hon. Mr. Stevens: “The G.T.M.C. Car Ferry Companys 
Great Lakes, Michigan or Milwaukee or some place? > 


Sir Henry THORNTON: Yes. 
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‘Mr. Stevens: How is it working out? We were discussing it last 


“Sir Henry THORNTON: It is working out very satisfactorily, and probably 

ore long we shall want to add to the car ferry. 

Mr. Farrwearupr: (Reading). “ Acquirement of Securities”. The details 

o be found on page 9. 

ae Mr. STEVENS: What investment is this, “ Can. Mar. ; it is not very 
ere. 

Mr. FarrwratrHerr: The Canadian Marconi. 

Sir Henry THornton: That is an offer which was made to ourselves and 

e Canadian Pacific Railway that we should each acquire in the interest 

of our respective companies $100,000 worth of this stock. We concluded, with 

Canadian Pacific Railway, that it was a wise thing to do in the interests 

our respective telegraph companies. 

Hon. Mr. Stevens: What contact does this give you? 

_ Sir Henry THornton: It js a transatlantic wireless company and is in a 

air way to make very substantial progress. Amongst other things will be 

eloped a new system of telephoning by wireless. It might be of interest 

o you to tell you that I telephoned from my house in Montreal to their station 

England, and the reception was just as clear as if I had been talking to 

meone in Montreal, much clearer than the other means of telephonic com- 

nication which is now being used. That has not yet been brought into com- 

reial use, but it shortly will be. 

Mr. Power: Is this the Canadian Marconi Company? 

Sir Henry THornTon: Yes. 

~ Mr. Power: Is this the stock which had such a flurry on the market last 

iy 

Sir Henry THornton: Not the same stock; it was a common stock which 

umped from about $6 a share to $30 a share in spite of what anybody could 

o to prevent it. : 

Mr. Power: Someone said it was not worth more than that? 

Sir Henry THornton: That is the stock; that is the company, but this 

not the stock, it is preference stock. 

Hon. Mr. Stevens: One hundred dollars par? 

‘Sir Henry THornton: Yes. 

_ Mr. Power: You paid par value for it? 

Sir Henry THornton: Yes. It pays six per cent. 

Mr. Power: When was that? 

Sir Henry THornton: November 15th, 1928. 

Mr. Power: That is just about the time this flurry took place. I was 

ndering if there was any relation between that and the purchase of the stock? 

Sir Henry Tuornton: I think it is altogether probable that the market 

covered that the C.P.R. and ourselves had both bought an interest in it, and 

was used for stock jobbing purposes. The stock pays six per cent interest. 

Hon. Mr. Stevens: When did you buy the initial interest? Was it bought 

year before. 

Sir Henry THornton: We bought it at one hundred dollars a share and 

crued interest. 

Hon. Mr. Stevens: You got that interest? 

Sir Henry THorNToN: Of course. 

(on. ae Srevens: You bought it about the end of the year. 
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Sir Henry THorNTon: ie Sees 


Mr. FarrweaTHer: (Reading) “ Total. pedo Requis ne 
simply a summation of the above, less TERGHE Ce, excluding | caste 
details are on page 10. 

Hon. Mr. Steven: Estimated? 

Mr. FarrweaTHer: (Reading) “Estimated. Deficit Eastern Lir 
cluding interest on H. & S.W. Ry., first mortgage pond = = deta 
on page 10. oS 

Mr. Geary: Just shortly, how do you make your estimates, by 
to the previous year, by computation and so on? ‘ i 

Sir Henry THorntTon: We put down what we think is an estimate 
gross earnings of the year, and estimate the expenses, having regard 
figures of the previous year. That gives us the net earnings and then we I 
the usual deductions from net income, and that gives the income applicable 
this particular item. In making that estimate we must be very conserv, 
We must be quite sure that the amount available will be fully as large 
estimate; in fact it generally is more. 

Mr. Geary: How do you hit it, as a rule? 

Sir Henry THornton: You mean, how did that work out lags year? 
Cooper knows that. ? 

Mr. Geary: How close did you come to your estimate last year? 


Mr. Cooper: In the 1928 budget we estimated $41,814,919, whereas q 
actual amount was $49,319,343. : 

Sir Henry TuHornton: Of course this also involves very largely fhe 
We had a much larger crop than we estimated upon. ; 

Mr. Geary: In the season? 

Sir Henry THornton: In the season, and it is a pretty dangerous thin 
to estimate upon, because so much depends upon the crop. For instance, nobody ~ 
can estimate to-day with any certainty what the crop is going to be, cor 
sequently the estimate has to be very conservative. 

Mr. Grary: You make an estimate then add something to that? 2 

Sir Henry THorRNTON: We make what we regard as a fairly safe esti 
and under these circumstances the actual results are invariably better than 
estimate. “ 

Mr. FatrRweaTHer: (Reading) “ Decrease account operation Mar 
Freight Rates Act 1927.” That is an estimate, showing the net figure 
resources. : 

Mr. Geary: Wait until I get that figure. First of all, you show a d 
on eastern lines, do you not, of $4,000,000. 

Mr. FAIRWEATHER: Yes. Ss 

Mr. Geary: Then you show decreases in the Maritimes; that is” 
twenty per cent? ‘ Ae 

Mr. FarrweaTHER: Exactly. 

Mr. Geary: Where do you take that, as coming ae 

Mr. FAIRWEATHER: ‘Look down at the bottom, and soe will see it ag: 
(Reading) “ Deficits in net income.’ 

“Net Financial Requirements.” That is a subtraction a8 the ae chon 

“General Additions and Betterments.” You will find a classification 
that by lines, on page 11, and following that a classification by engineer: 
classifications on pages 12 and 13, and by operating regions” on iiie ueceed 
pages. 


ek 
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_ Sir Henry THornton: Page 11 shows the distribution of the amount. 
Hon. Mr. Stevens: Without going into all the details, on the subsequent 
ages, as far as I am concerned, I might ask you briefly as to these three or 
r items; “ Kastern Lines—$4,590,439;” is that for purchases including esti- 
ated purchases on any of these lines. 
_ Sir Henry Tuornton: No. / 
- Hon. Mr. Stevens: Or is it, purely maintenance and new expenditures? 
Mr. FarrweatHre: ‘That is for general betterments entirely. 
_ Hon. Mr. Stevens: On existing lines? 
Mr. FarrweatHer: . Yes. 
_ Hon. Mr."Stavens: The same answer applies to the other three items? 
ae Mr. FAIRWEATHER: Yes, sir. 
_ Sir Henry Tuornton: That is right. 
Hon. Mr. Stevens: $28,000,000 over the whole system for betterments? 
Mr. FatrweatHer: Only railway lines. 
Sir Henry Tuorntron: Only railway lines. Then there follows the Niagara, 
Catharines and Toronto Railway and subsidiary companies, telegraphs and 
phones. *, 
Hon. Mr. Srrvens: That $28,000,000 would include what we discussed 
rery fully the other day, for last year, such as the relaying with one-hundred- 
pound rails. This is charged up to increases, additions, and so forth? 
Sir Henry THornton: Exactly. 
Hon. Mr. Srevens: But your maintenance is included in the item over 
e? 
Sir Henry Tuornton: Straight maintenance is chargeable to expenses, 
and that you have already dealt with. This only deals with additions to the 
property, exclusive of branch lines. 
Hon, Mr. Stevens: What was it last year, I have forgotten. Does the 
twenty-eight million correspond with last year? 
Mr. FarrweatuHer: General additions and betterments, $25,685,385 was the 
estimated amount, and the amount expended was $23,000,000 odd. 
Hon. Mr. Stevens: You are going ahead at a fairly good rate. There is 
a q lite an increase, five million dollars this year. Do you think that is warranted? 
Sir Henry TuHornton: Part of that was occasioned by such things as 
ail requirements in the construction of the Hudson Bay Railway. It would be 
nwise, unnecessary, and uneconomical to lay on that railway any new one- 
hhundred-pound rails. It would be very much better to apply the new one- 
hundred-pound rail to that part of the railway over which high-speed passenger 
nd freight trains are maintained. We are trying to confine our relaying rails 
) good quality. We found that, ordinary rail renewals would not produce a 
sufficient amount of good relaying rail for the Hudson Bay Railway. There- 
fore we increased our rail program in order to take care of that, which had 
as effect of anticipating to a certain extent the rail requirements which we 

dinarily would have thought wise this year. 

Me Geary: Have you a credit with the Hudson Bay Railway? 

Sir Henry Tuornton: ‘That is one of the things Mr. Stevens drew atten- 
tion to, the fact that we have been, as he described it, making fairly good pro- 
eress in the matter of additions to capital; that is one thing. Another thing 
our desire to hasten as fast as prudence would permit the introduction of 
yprovements between Montreal and Toronto and Toronto and Sarnia. There 
ras a large increase in our gross earnings, which necessitated the purchase of 
tional heavy power this year, as I think I explained to you in an earlier 
(04—3 SRE 
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ne es y ae ee ; ay 
session of the Committee. Naturally, a railway, like any other ent 
it is experiencing good times, finds it wise and prudent to hasten th 
ment of the property. ay ae 
Hon. Mr. Stevens: I notice among the details on page 13 you have 
and Sleeping and Dining Car Department—$5,778,715,” which is included 


the $28,000,000? oc can een 
Sir Henry Tuornton: Yes. It is included in the amount charged 0 
additions and betterments this year. : Se 


Hon. Mr. Srrvens: That would include the Halifax hotel and the V. 
couver hotel? ee 

Sir Henry Tuornton: And the additions to this hotel here. Cae 

Hon. Mr. Stevens: Then you have an item here of $2,000,000 for co 
mercial telegraph facilities? rf ae 

Sir Henry THornton: Yes. i 

Hon. Mr. Stevens: You mentioned the other day something about t] 
Maritimes taking over the Western Union? ae 

Sir Henry THornron: That item includes that, and also addition, 
propose to make to our telegraph facilities between Winnipeg and the C 
extensions of what is known as the carrier. system. I might say that th 
additions to the telegraph facilities have been highly profitable. 

Hon. Mr. Stevens: Another one here is the Canadian National Ste Dp 
Company Limited. I thought we had pretty well gone over steamships this 


Sir Henry THornton: That is for three new boats being built for th 
Pacific Coast business. ae 


Hon. Mr. Stevens: Coastwise vessels? : 
Sir Henry THornTon: Coastwise vessels, plying between Prince Rup 
and Vancouver. Nobody will be more familiar with that situation than yourse] re 
Hon. Mr. Steven: I think you are doing wisely there. That coastwis 
service is paying? e ; 
~ Sir Henry THornton: It is paying, and it is increasing with great rap 
ity. v 
Hon. Mr. Stevens: I think your competitors are increasing also. 
Sir Henry THornton: Yes. They have done so. 
Hon. Mr. Stevens: When will these ships be ready? 
Sir Henry THornton: Next year. 
Hon. Mr. Stevens: In 1930? 
Sir Henry THornton: Yes. 
Hon. Mr. Stevens: Were they ordered this year? 
Sir Henry THornton: They were ordered this year. eee 
Hon. Mr. Stevens: The “ Prince Rupert ” and the “ Prince George” hav 
done valiant service? aes fs 
Sir Henry THornton: They are valiant ships. We have got our mon 
back from them many times over. 2 a f 
Hon. Mr. Stevens: They are valiant ships, and are well run. 
Mr. Mitne: What type of steamers are you putting on? 


Sir Henry Tuornton: It is rather larger than the present coast ; 
steamers. I do not know whether you have seen the new C.P.R. boats, but 
is that type of boat. rey, 

Hon. Mr. Stevens: A fast, up-to-date coastwise steamship of about 3,0 
or 4,000 tons? a ice 
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Sir Henry THornton: I have these particulars. 
on. Mr. Stevens: Will they run up to Skagway? 
_ ‘Sir Henry THornton: Yes. 
Oe Hon. Mr. Stevens: In the summer both will run to Skagway? 
_ Sir Henry THornton: Yes. In the winter they only run part of the way. 
_ These are the particulars of those boats: Length, 365 feet between perpendicu- 
lars; length over all 384 feet; width 57 feet: maximum load draft 16 feet 6 
inches; dead weight 1,000 tone 
Mr. McLean (Melfort): What did you say the dead weight was? 
Sir Henry THornton: 1,000 tons at load draft. That is only the dead 
weight. They are passenger ships. First class passengers 330; third class 
assengers, 70; speed 224 knots. 
Mr. McLean (Melfort): Oil-burning? 
_ Sir Henry THorntTon: Yes: 
Mr. McLean (Melfort): Where are you building them, Sir Henry? 
_ Sir Henry THornton: Campbell Laird, Birkenhead, near Liverpool. 
Mr. Cantiey: Those people are getting a lot of ship-building contracts. 
‘Sir Henry Tuornton: They are out-bidding everybody. 
Mr. Cantiry: What is the explanation of that? 
- Sir Henry THornton: I do not know. They have not made any money 
a of the last boats they built. They took these ships away from all the other 
idders. They are a very responsible firm of ship-builders. 
mo Mr. Cantury: Oh yes. 
Fon: Mr. STEVENS: You have an item of $2,400,000 balance of Grand ~ 


Sir Hpnry THorRNTON: That item was put in to take care of the period 
til the Inter-State Commerce Commission improves the financing, the reor- 
nization. 

Mr. Canriny: There is a very small item of $1,250 in the Prince Rupert 
ry Dock. What is that? Operating Costs? 

Sir Henry THORNTON: I do not know what it is. It is a small thing, for 


_ Sir Henry TuHornton: It is ae tools. Unfortunately you have to 
put it down. : 
Hon. Mr. Stevens: While mentioning the dry dock, have you any record 
its operations? 

- Sir Henry THornton: Yes. 

~ Hon. Mr. Stevens: As we have not had anything on it, it might be inter- 
ing to mention the number of ships and the gross revenue, the expenditures, 
nd the net revenue. 

- Sir Henry Tuornton: Last year, the revenues were in round figures 
09,000; the expenses, $104,000; net revenue $4,400. 

Hon. Mr. Stevens: The number of ships? 

_ Sir Henry TuHornton: The ship repair work offering in 1928 was less than 
alf the amount offered in 1927, and the floating dry dock was used to con- 
ably less extent than in the preceding year, and only a very small number 
large vessels were dry- docked during the year. There was only one outstand- 
ature in the year’s transactions, that is the securing of the contract for 
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the construction of an eighteen car Bree ferry pee for the Canadian I 
Railways at a price of $143,000. This was secured in open competi on | 
other yards on the BO. coast. This car barge was 75 per cent on 
the end of the year. 

In 1928, two wooden fishing boats were built by the dry dock, as eC 
pared with five vessels of this class in 1927. aon 

The bulk of the work handled by the dry dock, outside of the one 
contract for the car barge, consisted of ship repairs and commercial work, 
later consisting of machinery repairs and similar work for mining compal es 
and other industrial firms im the neighbourhood of Prince Rupert. ‘ 

The loss which occurs through the operation of the dry dock is dire tly. 
due to the lack of sufficient business to profitably employ the staff which 
must be maintained in order to keep the dry dock in service. 

The dry dock has an agreement with the city of Prince Rupert by w 
the city operates the power house for the dry dock, and in 1927 this pow 
house operation was handled by the dry dock and classed as commercial wor 

As regards ship repairs, the revenue in 1928 was $66,000, as’ compared wil 
$171,000 in 1927. There were no expensive repair jobs carried out in 192 
Only one Canadian Government Merchant Marine vessel, and one Canadia 
National Steamship vessel was docked. 

Hon. Mr. Stevens: That is a very small return. What is the investment 
in that? If I recall it aright, it was about a million and one half. 


Sir Henry THorntTon: Probably about that. 
Mr. Cantiry: How did we acquire that? 


Sir Henry THornton: We inherited that when we bought the Gran 
Trunk Pacific. 


used more eats 
Sir Henry THorNTon: Yes, it is a first class dock. 
Mr. Grary: Work up a few wrecks. 
Mr. Cantey: It is situated in the wrong place. That is the only trou 
Sir Henry THornton: Anything else, gentlemen? 
Mr. Cantiry: What are you doing with the $359,000 in the Rail River 
Coal Company, the next to the last item. 
Sir Henry THornton: Equipment for crushing, sizing and cleaning coa. 
$120,000; new ventilating and safety shaft, $150, 000; additional lighting and 
miscellaneous equipment, $89,000. 
Hon. Mr. Stevens: A moment ago something was mentioned about a 
Grand Trunk Western. A question occurred to me that I should have aske 
the other day, and I might be permitted to ask it now, in connection with the — 
re-financing. Is it possible under the American laws controlling the Grand — 
Trunk Western lines, to use any of the funds raised out of any re- -financin 
scheme outside of the United States territory ? 
Sir Henry THornton: Well, I think that is a question that may b 
- open to legal argument. I have thought that we could; but have. wou had an 
opinions about it, Mr. Henry? ae 
Mr. Henry: I do not know whether you can or not. I do not ihe you | 
can, Sir Henry. 
Hon. Mr. Srpvens: The reason I ask that is because the Fee, 
conveyed to my mind the other day that the excess would be available for 
general system. 
Sir Henry THornton: That is weet? T have aise had i in my eee 
I am not prepared to verify it. 
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Mir. Henry: Moneys which were raised for improvement of the property 
u have to be put into the property; but the Canadian National Railways 
h invested cash in the property would be repaid by the proceeds of those 
is. Is that the point you have in mind? 

' Hon. Mr. Stevens: Yes. 

Mr. Henry: Well, the Canadian National Railways will get it, and. will 
be able to spend it upon its lines. 

Hon. Mr. Stevens: As I understand it, when we went over it the other 

day it was stated that practicaily all of the existing securities outstanding 

ould be exchanged for new securities. 

Mr. Henry: There are $14,000,000 in securities in the ‘hands of the public 

ow, and they would be let as they are. The balance of the investment in the 

property is in the form of advances by the Canadian National, open account, 
which would be repaid either in the form of bonds or stock as the case may be. 

And that stock or bonds would go into the possession of the Canadian National 

_ Railways., 

Hon. Mr. Stevens: In that case you could secure the benefit of it. 

_ Mr. Henry: There is no question about that, Mr. Stevens. 

Hon. Mr. Srevens: That is all, except this, that you would have to get 

authority before you could make the issue of the fifty or sixty millions? 

Sir Henry THornton: Oh yes, we have to have authority from the Inter- 

State Commerce Commission. 

Hon. Mr. Stevens: Will they issue authority for the repayment of this? 

Sir Henry THornton: Oh yes. 

Mr. Henry: Anything which you can prove as a reasonable capitalizable 

item—about sixteen million dollars, including equipment. 

_ Mr. Geary: Securities or stock? 

Mr. Henry: Bonds. 

Mr. Geary: ‘Those at present existing will retain their place. 

Mr. Henry: They will retain their place. 

Mr. Geary: Will the new issue rank pari passu with those bonds? 

Mr. Henry: This will be a second mortgage on such property as is covered 
by that mortgage, and the first charge on such property as is not covered; 
‘a lot of the property is free. 

Mr. Geary: It is these bonds which will net you a return, and he is con- 
cerned about the surplus. That would have to go into the property, I would 
i think. 

- Mr. Henry: Not necessarily. . 

Mr. Geary: It is issued at so much a mile, I suppose? 

Mr. Henry: No, it depends on what value you can prove as a capital 
item; and that will be based upon the road and the betterments. 
Mr. Geary: It has no relation to the usual bonding power per mile? 


evr, Henny: No. 
‘Mr. Geary: Then they will want to know how that money is applied, 
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Mr. Henry: Unless that surplus were of such a nature that 1 
declared a dividend on the stock. “a ae 

Mr. Geary: And the order, on your application, would state what 3 
may do with that? 

Mr. Hengy:) Yes. i, 

Mr. Cantiey: From the amount spent on the Rail and River Company 
$360,000 roughly, I take it that that must be roughly rehabilitating 
property. 

Mr. Henry: No, that was on the present workings of what is known 
No. 6, which are over ‘two miles from the entry, So that in case of accident ‘th 
miners would be in:a very dangerous position and without adequate mean 
reaching safety. Three years ago the company was ordered to put in a ney 
shaft, but as matters were slack this work was allowed to remain in abeyance 
at the time. ; 

Mr. Cantey: That is you were not working it? 

Sir Henry THorNToN: Yes. 

Mr. Cantiey: In view of the very low price of coal and the number 
companies that can be worked to-day, do you think it is advisable to go int 
spending much money there? 

Sir Henry THornton: Yes; we went into that very carefully, ae 
found that it cost a very large sum to maintain the mine in idleness, and th 
additional cost of operating the mine was sufficient to justify opening it. 


Mr. Cantiey: Roughly, what is the cost of winning coal there? Wie 

Sir Henry THornTon: It is running about $1 A5 a ton now. . : 

Mr. McLean (Melfort): Is that the total cost, Sir Henry? Mr. Cantle ig 
used the word “ winning.” ae 

Sir Henry THorNTon: That is the cost per ton of coal produced. 

Mr. McLean (Melfort): The total cost? 

Sir Henry THornton: Yes, the total cost. 

Hon. Mr. Stevens: At the pit head? 

Sir Henry THornTon: Yes. 

Mr. GCanriey: That is the total cost at the coal produced delivered 
the cars at the pit head, I take it? 

Sir Henry Tuornton: That is right. 

Mr. Geary: Sir Henry, I notice an item that I think is of interest to | 

public, in a way; it is smaller than I thought it was, the radio topo 

$46, 450. _ That is your annual eost for the whole service, is it? 

Mr. “Henry: That is additional capital. 

Sir Henry THornton: It is new installation on ten cars, one snetallee 
for communication between the front and rear end of freight trains at $12, 000, 
which we are experimenting with; replacement of receiving sets on trains 
$20,000; studio at Chateau Laurier, $3,500; new equipment at Ottawa, $2, ay 
and some other miscellaneous items. ? 

Mr. Geary: Can you tell me the cost of the radio, such as the one you 
have just indicated, the general passenger recreational radio, if ae might call 
that; what is the annual expenditure on it? 

Sir Henry THorNTonN: Can you answer that, Mr. Cooper? © 

Mr. Geary: The total investment. : 

Mr. Cooper: The total investment in radio is $126,000. 

Sir Henry THornTon: That is the capital investment? 

Mr. Cooper: Yes, sir. — ; 
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Sir Henry THorNToN: The next question is, how much it is costing a 
Mr. Cooprr: The cost of operation? 

Mr Guary: Yes. 

Mr. Cooper: ‘The cost of radio operation in 1928 was $277,000. It is 
hown in the annual report under operating expenses, page 20. 

Hon. Mr. Stevens: Is that all your operations in radio? 

Sir Henry THorNTON: Yes, everything. 

Mr. Geary: I was thinking more of what I call the recreational raido for 
he passenger trains. My question might include everything, a certain amount 
or business and a certain amount for entertainment. i 

Sir Henry THornton: I am afraid we have not got that separated in 


Mr. Geary: I meant just for the entertainment of guests in hotels, and 

on passenger trains, and, as Mr. Stevens reminds me, the station at Vancouver. 

s that a broadcasting station? 

- Sir Henry Tuornton: That is a broadcasting station. 

Mr. Geary: Have you got a wave length of your own? 

Sir Henry THoRNTON: Yes. 

Mr. Geary: And that is where you broadcast from and there only? 

-' ir Henry THornton: No. We have a station at Moncton; we have one 

at Ottawa, and we have one at Vancouver; and then we have arrangements with 
some of the press broadcasting stations for the use of their stations, certain 

nights a week. 

as Mr. Geary: You buy just so much time from them? 

--«- Sir Henry TuHornton: Yes, but three stations we own ourselves—Moncton, 
Ottawa and Vancouver. 

Mr. Geary: Do you rent out time on those? 

Sir Henry THornTon: No. 

Hon. Mr. Stevens: You do at Vancouver, do you not? 

Sir Henry THornTon: No. 

Mr. Geary: A very persistent organization called the Bible Students might 

call and see you. What is the object of that, Just propaganda? 

_ Sir Henry THornron: Advertising. But there will emerge before very 

long a somewhat interesting commercial use that I cannot divulge at the moment. 

We are also experimenting in the use of the radio between the engine and the 

caboose of freight trains, which I think has a considerable field. ; 

Mr. Geary: As long as the caboose stays on the freight train? 

Sir Henry Tuornton: As long as the train is intact. 

- Hon, Mr. Stevens: As long as you do not get the engineer listening in 

some broadcasting station with some Jazz music. 

| Sir Henry THORNTON: We had a very amusing incident about the first 

of the year. We had a hook-up from the Atlantic to the Pacific, with an 

extremely good concert, and there was a freight conductor out west of Edmonton 

on a broken down train, and he promptly cut in, of cowrse, on the telephone wire 

telephone for help and, to his surprise, he found himself listening to a concert. 

~ But, of course, that spoiled the concert; it broke the connection, and the 

despatcher told him to get off the wire. He said, ‘No, I won't,” and it was 

thirty minutes before we could chase him off. 

Mr. McLean (Melfort): What is the approximate capital cost of instal- 

ation on your trains? 
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Sir Henry THornton: $27,000. : oo, 
Mr. McLean (Melfort): And the maintenance of that would bere: 
Sir Henry THornton: It would be chiefly the services of the opera’ 


Mr. Cantury: Betterment supplies to locomotives $1,000,000, the fourth 
item from the top of page 13. 


Mr. Huncerrorp: That is the application of stokers and feed water heat e 
to locomotives that were not originally equipped with them, and things of that 
kind, modern equipment for locomotives which were not previously equippe 
with it. ee 

Mr. Geary: Where do you use those larger class locomotives that you have — 
put on lately, the largest class you have? ; 

Mr. Huncerrorp: They are running between Montreal and Sarnia prin. 
cipally. 

Mr. Geary: I was in a smoking car-not long ago, coming through the yard 
at Danforth, and some people who seemed to know about railways were talk 
ing and they said the report was that they were too big. Is there anything © 
in that? oe 


Mr. Huncerrorp: Not a thing. They are not quite big enough. 
Mr. Grary: They said the overhead was too heavy. 


Mr. Huncerrorp: Absolutely nothing in it. They are the most economical | 
engines we have. ae 


Mr. Geary: Of course, they have to have a good road to travel on. 


Mr. Huncerrorp: Oh, yes, a good road. They pull freight trains up t 
6,000 tons. 


Sir Henry Tuornton: They are very economical locomotives. 
Mr. Jevuirr: Take the item “ New Equipment.” 


Sir Henry THornton: Do you happen to remember what it was, Mr 
Hungerford? 


Mr. HuNncerrorp: Speaking from memory, 60 locomotives, and some- 
where about 75 passenger cars, and something over 6,000 freight cars. 


Sir Henry THornton: This only includes 25 per cent of the total cost 
and the rest of it will be financed from Equipment Trust. But the equip- 


ment which it is supposed to get is 60 locomotives, 75 passenger cars and about _ 
6,000 freight cars. ay 


The CuatrmMan: Any other questions? 


Mr. Geary: Yes, I want to ask about the item on page 13, Oshawa Elec- 
tric, Thousand Islands, and Electric Lines in Ontario. Why are they separ- 
ated, electric lines in Ontario, and then Oshawa Electric? : 


Sir Henry TuHornton: They are separate corporations. 


Mr. Geary: These electric lines in Ontario are the ones you run your- 
selves? é 


Sir Henry THorNToN: Yes. 

Mr. Grary: Under your own name? 

Sir Henry THorntTon: Yes. 

Mr. Geary: Do you run the Niagara-St. Catharines? 
Sir Henry THornton: Yes, we run that. 

Mr. Geary: Under your own name? 


Sir Henry THornton: No. It is run under Canadian National Electr 
Railways. ‘ is 


Mr. Geary: Is there any capital expenditure on: that this year? 
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_ Sir Henry Tuornton: Sub-station Port Dalhousie, page 21. 

Mr. Geary: Yes, that is quite all right, but where is it in your sum- 

mary? Is that under Electric Lines in Ontario? 

Mr. Henry: That is the same thing. 

Mr. Geary: The Oshawa Electric Railway is also run as the Niagara- 

es Catharines is, as a separate corporation? 

_ Sir Henry Tuornton: Yes, that is right. Page 22, I think, Colonel 

Geary. _ 
_ Mr. Geary: You took this over from one of the railway companies, or 

private ownership? 

Sir Henry THornton: No. The Oshawa Electric came with the Grand 

‘Trunk, and the other came with the Canadian Northern. 

Mr. Geary: Are those operating at cover cost? 

Sir Henry TuHornton: We are making a profit on those. 


- Mr. Geary: The Niagara and St. Catharines railway got a raise in fares 
recently which put them on the right side. 

The CuarrMAN: Shall the item carry? 

Sir Hpnry TuHornton: We were talking about general additions and 
betterments. The next item is “ Central Vermont requirements.” That, I think, 


I explained previously. Then there is new equipment on the Grand Trunk 
Western Lines and discount on securities to be issued. 


Hon. Mr. Stevens: All of which will be returned out of the new issue? 
Sir Henry Tuornton: That is right. 

Mr. Geary: And the Express you are running as a department? 

Sir Henry THornron: Yes. For the purposes of economy we are run- 
ning that as a department of the railways under the direction of the Traffic 


Department. You will find on page 24 the total to be $105,000 estimated 
capital expenditures for the Express Department. 


Mr. Geary: I suppose that you must put those in as capital right along? 
Sir Henry THornton: Yes. You cannot help it. Under the Standard 
accounting rules we cannot do anything else. 

Mr. Geary: Ordinarily they are paid out of income, as a matter of fact, 
s far as the income will go? 

_ Sir Henry THornton: No. On'the railway where the charges to various 
ccounts are laid down with precision, we cannot depart from them. 

Hon. Mr. Stevens: You do not set up a depreciation account for horses? 
When they die you sell them for sausage meat? 

_ Sir Henry TuHornton: Presumably, and very good sausage meat they 
ake too—our horses. 

Mr. Geary: You are used to dead horses in this business, are you not? 
Sir Henry THorntTon: Yes, but we have ceased to traffic in white ele- 
yhants. 

Hon. Mr. Stevens: I rather agree with Colonel Geary’s query that some 
f these items are pretty far fetched to come under Capital. 

_ Mr. Henry: They are additions to property. 

Sir Henry Toornton: I do not know of any other way of handling it. 
Mr. Henry: It is not replacing property; it is additions to property. 

Sir Henry THornton: You cannot depart from any of these accounting 
es by so much as a penny. To a practical and perhaps sensible person they 
nay look absurd, but we cannot help it. 
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Mr. Gray: When Seen vith millions it is all Hight, but Ww vhen, ( 
down to a few thousands it looks small. pe 
Hon. Mr. Stevens: I do not want ts appear small, but if you add ap 
small items you will soon find that you are reaching a very large figure. 
Sir Henry THornton: If we departed from this system we won 500 
have the chartered accountants on our backs, saying that our charges: wer 
improperly made. 
Mr. Grary: If this were run as an express company it would not 20 int 
Capital? ' 
Sir Henry THornton: I think that is right, but I am not certain. © 
Mr. Huncerrorp: These are for additional facilities over and above wh 
the company has had. et 
Hon. Mr. Stevens: Take these items making up the $105,000. How 
do you treat the retirements of those, Mr. Cooper, when they wear out? 
Mr. Cooper: Taking the case of a horse? 
Hon. Mr. Stevens: Or a tarpaulin. That strikes me as an extreme th s 
to put into capital. 
Sir Henry THornton: Take the horse. 
Mr. Coorrr: We know the cost of each horse and when a horse. goes ou 
of service we write it out of the property account and charge it to operatin 
expenses. If we buy a new horse we charge that to the Property Account. Ou 
Property Account, therefore, represents exactly what we have. 
Hon. Mr. Stevens: You treat this the same as you do your freight ca 
Mr. Cooper: Yes. ‘ 
Hon. Mr. Stevens: And tarpaulins? 
Mr. Cooprr: Yes. , 
Hon. Mr. Stevens: How do you keep track of all these things? 
Mr. Cooper: In connection with our express department we have a more 
complete record than any other department. We have a complete inventory, 
and can tell you the cost of every unit of equipment which they have. If we 
did not write these things out and take in the cost of the new, our inventory 
would not be worth anything. That is to say, we would have on our inventory 
property which did not exist. 
Hon. Mr. Srevens: It strikes me as a oe small thing to look afte 
a tarpaulin. ae 
Mr. Cooper: It is a small business in individual items. The reven 
of the Express Department is on a very small basis, but in the aggregate it 
amounts to a very considerable sum. 
Mr. Geary: That would seem to me to be a running expense. ma 
instance, tarpaulins will last no longer than axle grease. 
Sir Henry TuHornton: You either have to have an accounting system 
or os do not, and if you have it, you must follow it. 
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et Henry THorNTON: Formerly, before the mntnadaueon of the presen 
Inter-State Commerce Commission regulations, railways more or less handle 
their accounting in the United States as they wished. Profitable companie: 
would charge a good many items to expenses which properly belonged t 
Capital, and on the other hand the poorer properties sometimes would do t 
reverse. With such a profitable company as the Pennsylvania Railroad, 
example, the old rule was a dollar for the company and a dollar for the sha 
holders. That is to say, the surplus was divided into two parts at the end 
the year, and dividends were paid on the stock and the rest of it was pies 1ed 
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the property. Now, in later years, the Inter-State Commerce Com- 
_eame along and said, “No, that is not good accounting practice; it 
be good commercial practice for this institution or that institution, but 
ng it on a whole throughout the United States it is bad accounting prac- 
Consequently the railways were tied down to very precise regulations 
‘many of them had to proceed upon a much less generous policy than they 


pursued. 


harness and tarpaulins all over the country. 
‘Mr. Cooper: This item of harness and tarpaulins is additional equip- 
iG. s 

Hon. Mr. Stevens: If you do keep track of them and write them off, as 
‘ou suggest, it should not be charged in as Capital; if you do keep track of 
hem it seems to me you have a very excellent system worked out almost to 
he last use of a pin. 

Sir Henry THornton: That is exactly what I understood Mr. Cooper to 
ay that we have. 

— Mr. Srevens: I must say that I think you have a mighty fine 
Mr. Geary: This is under regulation. 

_ Mr. Cooper: We do go to an extreme refinement in the case of the 
Express Department because, as I say, the individual items in that depart- 
ment are very small. We have a rule on the railway—which might relieve 
our mind—that no item of expenditure of less than $100 goes into the capital 
ecount. If it is less than $100 it is absorbed in operation. 

Mr. Cantiey: The fourth item from the bottom—is that the President’s 
wivate car? 

Sat HENRY TuHornton: I suppose that is for the agent to run around in 
or supervising purposes. 

Mr. Cantiey: What about the ice crusher? Is that yours, too? 

The Cuamman: Shall we proceed with item 57? 

- Hon. Mr. Srevens: Are we still on the first page? 

’. The Cuamman: Yes. : 

‘Hon. Mr. Stevens: I hope my friend Colonel Cantley will not think 
t I am nagging at the maritimes, but I want to ask a question in regard 
o the charging up of the deficits and the Freight Rate Act payments. That 
is charged up to the railway department’s estimate? ; 

_ Mr. Henry: Brought in in a separate item. There are two items, one 
the 20 per cent and the other for the deficits. 

’ Hon. Mr. Stevens: I am a little curious at the meticulous care with 
which Sir Henry and his excellent staff seem to fight shy of this maritime 
nation. 

Sir Henry THorNTON: Well, come on. 

Hon. Mr. Stevens: You are running the show. Why should it not be 
e National railway’s financing? It is, in fact, of course. 

‘Sir Henry THornton: Because the Act provides otherwise. 

‘Hon. Mr. Stevens: Why do you show that in the railway department’s 
imates? You have taken over the maritime railways as part of the National 
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Sir Henry THornton: The Act, as I recall it, provides that we are to be 
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Hon. Mr. Stevens: That is for the freight rates. You could be re 
and show that in your earnings. yi 
Sir Henry THornton: We think this is the best way to show it. : 
Hon. Mr. Stevens: It looks as if you were just segregating the m 
situation— \ : 
Mr. Cantiry: Jabbing it into us. 1 Se! 
Hon. Mr. Stevens: Whether there is any purpose in it or not— 1 
Sir Hpnry THornton: I do not know that any deniai on my part woul 
dio any good if there have been any preconceived notions. In our report an 
financial statement we have tried to show this as it should be shown. I thi 
that fact 1s generally known throughout the country, and the whole situatio: 
is generally known, and we could neither conceal nor expose, even if we wis! 
to do so. 
Hon. Mr. Sravens: Let me illustrate. In the estimates they are ask 
for $53,750,000. I submit that: you should be asking for $60,336,000. Yo 
can display it as you like, but that is really what we are asking for. That - 
the amount for the National railways of Canada for next year. The point i 
it does not amount to very much, only $6,500,000, but still it is that—that th yi 
public get the idea that the total amount is $53,000,000, whereas it is $60,000,000. — 
Sir Hanry THornton: We credit the public with a certain amount 
arithmetical knowledge. 
Hon. Mr. Srevens: They have not very much chance to exercise th 
arithmetical knowledge. The average citizen cannot sit down as we are doing 
and analyze these statements. For instance, take our report for last year: 
you report a surplus, which is perfectly true, of $53,000,000 but on the last 
page you have summarized the whole thing as $43,000,000, I think, but the 
larger figure is the figure the public gets, as the total operating surplus o 
the road. j 
Sir Henry THornron: As a matter of fact there is something to be 
added from the point of view of railway administration, The only figure we 
_ are responsible for to the people of Canada, is the gross income, which last year 
was $57,500,000. As railway administrators we are not responsible for th 
Maritime Freight Rates Act; we are not responsible for the capital debt of this 
company, which was given to us, and which we took as we found it. But w 
are responsible for that $57,500,000, and I think, in justice to the administra- 
tion of the railway which includes all of its officials and men, we are justified 1 
setting forth the accounts as they are set forth. Nothing has been concealed, 
everything is there. There is no railway, I suppose, on the face of the earth, 
and certainly no other railway in Canada which gives to its shareholders 
complete an exposition of its operations as the Canadian National Railway 
Hon. Mr. Stevens: I agree with you there; I am not complaining abou A 


that. 
Sir Henry THornton: I think that is a desirable thing to do. 
Hon. Mr. Stevens: Do not think I am complaining about that. I thi 
the other day, when I was not here, you indulged in some mutual admiratio 
expressions, and I can express a gread deal of admiration for you and yo 
staff. But that does not alter the fact that the view the public gets of t 
situation is not quite the correct thing, so far as the cost to the people of Canad 
so far as the cost of operation of this great railway system is concerned. he 
Sir Henry THornton: I maintain that the figures that are set forth a 
in accordance with sound and recognized accounting practice. i 
Hon. Mr. Stevens: I do not question that; your accounting system is g 
but I think your $6,500,000 of deficits under the Maritime Freight Rates Act 
and deficits due to other than statutory causes in the Maritimes section shoul 
be reflected in the general statement. 
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‘Sir Henry THornton: I think, Mr. Stevens, we are presenting this exactly 

a he Act specifies, and I think if there were to be any alteration in the way 
in which the facts are presented, there would have to be a change in the Act. 

m I right in that, Mr. Henry? 

_ Mr. Henry: That is right. 


_ Hon. Mr. Stevens: I am not talking about the way you arrive at your 
figures; that is statutory, no doubt, but take the figures $5,373,000, in this esti- 
ate, you have the merchant marine and the West Indies, and you should have 
in here “ Deficit on Eastern Lines—$6,586,000 ” making a grand total of—what- 
ever it is. 

_ + Mr. Henry: One of the difficulties in that, Mr. Stevens, is this, that about 
_ four years ago the government ceased giving to the Canadian National Railways 
- cash advances. The moneys raised for the Canadian National have been by way 
of government guarantees. Now, if the $53,000,000 or $60,000,0000 remained 
in one item, part would have to be cash advances and’ part of it guarantees. 
_ That is why it is set out in this way. The government adyances say, $2,000,000, 
the deficit incurred in connection with the Maritime Freight Rates Act, and 
$4,500,000, the deficit in net income due to other than statutory causes. That is 
ee coance with Chapter 79 of the Revised Statutes of 1927, which reads as 
follows: 


For accounting purposes, but without affecting the management and 

operation of any of the Eastern lines, the revenues and expenses of the 
Eastern lines, including the reductions herein authorized which shall be 
borne by the Eastern lines, shall be kept separately from all other accounts 
respecting the construction, operation or management of the Canadian 
National Railways. 
\ 2. In the event of any deficit occurring in any Railway fiscal year 
in respect of the Eastern lines the amount of such deficit shall be included 
in a separate item in the estimates submitted to Parliament for or on 
behalf of the Canadian National Railways at the first session of Parlia- 
ment following the close of such fiscal year. 


Sir Henry Tuornron: The Act provides how that is set forth. I do not 
know any other way to do it. 

Hon. Mr. Srevens: I appreciate that, but the fact remains that $6,236,000 
has to be provided for this year. 

Mr. Guary: It is done deliberately, to-keep before the whole of the people 
all of the time what the Eastern proposition is costing. I suppose that is why 
it was done. 

Sir Henry Tuornton: I do not know, but I suppose that was it. 
The Cuamman: Are there any further questions? Shall we go on with 
item No. 337, Loan to the Canadian National Steamships—$969,000? 

Mr. Grary: While you are looking at that, there is nothing in your ordinary 
first vote which is now passed outside of your usual and ordinary expenditures? 
' Sir Henry THornton: No. 

The CuHairMAN: Any questions on No. 337? 
Sir Henry THornTon: Wait a minute, Mr. Chairman. | want»to be sure 
‘LT have this right. There will be the Saskatoon Hotel, which we hope to start on 
this year. 

Mr. Geary: There is nothing in that about it? 
Sir Henry THornton: No. It is on page 18. 

Mr. McLean (Melfort): It is in the western region. 

Sir Henry THornton: You are right. 
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Mr, Geary: On page 18, you are spending ge million odd dollars on 


Sir Henry THornton: That is all right. You are right, Colonel ¢ Gear 
there is nothing in this that is not disclosed in the analysis you have. — 


The CuairmMan: Any questions on No. 337? 


Hon. Mr. Stevens: A while ago I asked a question of Sir Henry Tho 
if the item of $5,778,715 for hotels and sleeping and dining car department 
included the Halifax and Vancouver hotels, and I think Sir Henry told us it 
did. ee. 


Sir Henry THORNTON: Yes. 


Hon. Mr. Stevens: I see another item, on page 18, “ Hotels, Vancouver 
and other places $2,678,125.” 


Mr. Henry: That is just a segregation. 

Sir Henry THornton: That is a classification of the same thing. 

Mr. FarrwestTuer: It is the same thing, set out in another way. 

Sir Henry THornton: It says Additions and Betterments on the Wess 
regions. It is separated, on different divisions. 

’ Mr. Geary: What are you doing at Jasper? 


Sir Henry THornton: We are building another lodge or so, about $26. 
000 in new buildings. fy 


Mr. Geary: Nothing more on the goli course? 

Sir Henry THornton: No. - 
Mr. Geary: How much has the course cost now? a 
Sir Henry THornton: I cannot tell you offhand, but you can generall 


count on a golf course as costing about ten thousand dollars a hole, can yo 
not? 


Mr. Geary: That was all right about fifteen years ago. I was told whe 
I was at Jasper that at one time it was sheer rock. Is that so? 


Sir Hpnry THornton: No, it was covered with the same kind of ian 
adjoining the course; the soil was particularly good. 


Mr. Geary: Did you have to carry much soil onto the course? 
Sir Henry THorNToN: No, except for the greens. : 
Mr. Geary: Somebody told me with great circumstance that freight a 
brought that soil there. 
Sir Henry THorNtTon: He must have been a C.P.R: man. 
Mr. Geary: No, he was a Vancouver man, I cannot tell what he was. ~ 
Sir Henry THornton: As a matter of fact that soil from which the Both 
course was made was natural soil. 
Mr. Geary: It was what remained after you grubbed all the stumps off? : 
Sir Henry THorNToN: No. We put a lot of manure on it. 
Mr. McLean (Melfort): They might have put a load of manure on it. | 


Mr. Geary: Drop me a note and tel! me what the cost of that course is. 
Frankly, there is a good deal of talk of extravagance in the system, in establish 
ing that course. 


Sir Henry THornton: ‘There will always be criticism of the Canadian — 
National Railways. Every time it tries to do anything at all—I do not mean 
this personally—but there is a certain element in this country which will in- 
variably criticize the Canadian National for every progressive move it makes. — 
It has been so for the last six years, and I suppose it will continue. Personally ty 
I do not care very much about it. : 

Mr. Grary: That is natural, in this way; take a private company, on 
its shareholders are interested; but take a national railway company, and whi 
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y nearly everybody pays cash, I know and you know a person who does 
, and he says you are spending too much money on the golf course; that is 
ecause everybody is interested in the road, and watches what you spend. 

Sir Henry THornton: The answer is found in this, that the difference 
etween revenues and net expenses has increased from fifteen million dollars in 
22 to fifty-eight millions last year. It is always advisable to spend money, 
you want to make money. 

Mr. Geary: It is the people who find fault with it; it is not attributable 
to you or anybody else. Take a train that goes down to Komoka, and another 
ain running the same way at the same time; it is an unfortunate state of 
affairs for which neither of you is responsible. You take the 2.30, you can get a 
train for Montreal on the two systems. 

Ks Sir Henry Tuornton: It would be advantageous if the companies would 
pool their passenger services and passenger revenues, but the C.P.R. will not 
pedo it. 
“Mr. Geary: It looks to an outsider as a pity that that sort of thing is 
going on. 

M Sir Henry THornton: You are quite right. Pooling of passenger ser- 
vices in England has been carried to a considerable extent, with great advant- 
age, but there has been very little of it done on the North American continent 
and in the United States-I think I am right in saying that it is prohibited 
by law. 
Ns Mr. McLean (Melfort): Before leaving Jasper Park, can you tell us 
what was spent on buildings there last year, if it is convenient, if it is handy 
—I do not want it otherwise. 


- Sir Henry THornton: As a matter of fact, going back to the Jasper | 
Park situation, Jasper Park would not be of much value to us without the 
golf course; indeed any summer resort is not of much value these days without 
a golf course. 

Mr. Geary: I am not complaining of that. You have a very nice 
course. 

- Sir Henry THorNToN: Our increase in passenger revenue due to Jasper 
Park was $550,000 last year. This is an indication of what the facilities bring 
in the way of travel. Last year there was charged to capital on Jasper Park, 
— $199,000. 

«i Mr. McLean (Melfort): That would be for a number of buildings? 


Sir Henry THorNtTon: Yes. 

The Cuamman: Any other questions? 

Mr. Geary: You have got a beautiful place there. 

The CuamMan: (Reading). 

338. Loan to the Canadian National (West Indies) Steamships, Limited, 
repayable on demand with interest at a rate to be fixed by the 
Governor in Council, upon such terms and conditions as the Governor 
in Council may determine, and to be applied in payment of:— 


Deficits in operation of the Company and of the vessels under the Com- 
pany’s control during the year ending December 31, 1929, and interest. 


Requirements $945,000. 
Total $55,664,000. 


Sir Henry THorNTon: That you went over before. 
Hon. Mr. Stevens: That was the West Indies Service. . 
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The CuairMAN: Item 339 reads:— v ae hie | ea 


Maritime Freicur Rares Act 


339 |Amount required to provide for pay- 
ment from time to time during the 
fiscal year 1929-30 of the difference, 
estimated by the Board of Railway 
Commissioners and certified by the 
said Board to the Minister of Rail- 
ways and Canals, as and when re- 
quired by him, occurring on account , 
of the application of the Maritime i 
Freight Rates Act, between the 
tariff tolls and the normal tolls (re- 
ferred to in Section 9 of the said Act) 
on all traffic moved during 1929, 
under the tariffs approved, by the 
following companies:— 

Atlantic Quebec & Western Rail- 


way. 
Canada & Gulf Terminal Railway 
Canadian Pacific Railway,  in- 
cluding Fredericton & Grand 
Lake Coal and Railway Co. 
New Brunswick Coal and Rail- 
way Company. 
Cumberland Railway & Coal Co. 
Dominion Atlantic Railway. 
pane Coal Railway & Power 
10. 
Quebec Oriental Railway Co. 
Sydney & Louisburg Railway. 
Temiscouata Railway............- 1,050,000 00 | 1,050,000 00 


Hon. Mr. Srevens: How do you harmonize that with your $2,060,000? 
Mr. Henry: This is under the Maritime Freight Rates Act. 
Hon. Mr. Srevens: Oh, I understand that. 


o 
Mr. Geary: Do you happen to remember, Mr. Chairman, the amount 
paid in respect of the 20 per cent last year? 


Mr. Henry: I have not got that. 


Mr. Geary: That 20 per cent I think would be kept separate. I think 
Mr. Stevens, the rest of your argument is good. 


The CHatrman: Item 340 reads:— . 


340 [Amount required to provide for the 
payment from time to time to the 
Canadian National Railway Com- 
pany of the deficit in receipts and 
revenues, occurring during the year 
1929, of the Eastern Lines, as pro- 
vided by the Maritime Freight 

Rates Act:— 

(a) Amount of the deficit (less that 
amount thereof as in the next 
following paragraph specifically 
provided for) in the receipts and 
KE VENUES) peih inter Oateatn piesa ge 4,526,645 00 | 4,418,644 50 108,000 50 


and revenues occurring on 
account of the reduction in tolls 
under the application of the 
Maritime Freight Rates Act....| 2,060,000 00 | 1,930,000 00 130,000 00 


7,636,645 00 | 7,398,644 50 238,000 50 


Mr. Geary: That is being paid out of the Consolidated Fund, is it not’ 
Sir Henry THornton: Yes. ee oa a ee 
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The Cuatrman: Carried. 


Summary: 


Loans to Canadian National Railway 
Company and Canadian National 


RteATIShinp si cit noi Tmea asVCO Oh kd 55,664,000 00 
Railways—Maritime Freight Rates 
JAP 5 BEER REG RE En DO A a i Hann 7,636,645 00 


63,300,645 00 


The Cuarrman: Shall the estimates carry? 


Mr. Geary: It means you will have to get so much more this year, 

assuming it pays as well. 

The CHAIRMAN: Carried. 

Sir Henry Tuornton: Does that finish everything now? - 

Hon. Mr. Stevens: Just wait a moment. . Might I ask, Mr. Chairman, if 

his concludes the matter before the Committee? I am not saying that we are 

completely through. 

The CuarrmMan: Altogether. 

: Hon. Mr. Srevens: May I ask, then, that if there are any matters, which 

will not require, for instance, the attention of all the staff, you will call the Com- 

_ mittee together again at our request, for instance after we have studied it? 
The CHAIRMAN: We will have a field day when we come to consider the 

eport. 

Sir Henry THornton: You have everything now before you. 

Hon. Mr. Stevens: There is a great deal of information handed in, some 

of it of a complicated character. : 

- Sir Henry Tuornton: We have given you all the information we have. 

Hon. Mr. Stevens: Personally I want to pay a compliment to you, Sir 

‘Henry, for the completeness of the information which you have given and for 

the excellent manner in which your staff has the information at its finger-tips. 

I think, Mr. Chairman, Sir Henry and his staff are to be congratulated on that 

feature of it. But I would like to reserve a right to query Sir Henry or some of 

his officers on some of the major matters, after further thought. 

_ The Cuairman: Then let us say that we will have another meeting to 
consider the report, and you will have the right to question the officers here as 
you may think fit. Then we will adjourn sine die to meet at the call of the 
Chair. 

Mr. McLean (Melfort): Then the officials would not need to be here? 

Hon. Mr. Stevens: Speaking for myself, and not speaking for the others, 

far as I am concerned I will try to intimate if I think there are any par- 

ticular officials who should come. I do not want to trouble the whole staff 
again. Mr. Henry will be here. 

Sir Henry THornton: And you will notify Mr. Henry? 

- Hon. Mr. Stevens: Yes, to be sure. 

Could we include, Mr. Chairman, before we ‘adjourn, this statement 1n the 

record, which is given me in answer to a question asked some time ago. 


© The Cuainman: Yes. 
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PRINTER TO THE KING’S MOST EXCELLENT MAJESTY 
1929 


REPORTS OF THE COMMITTEE 


THIRD AND FINAL REPORT 


< THourspay, May 30, 1929. 


‘The Select Standing Committee on Railways and Shipping owned, operated 
controlled by the Government, begs leave to present the following as its 
rd and final report:— 
i Your Committee, to which was referred for consideration and for report 
he House the estimates on the Canadian National Railways, the Canadian 
ernment Merchant Marine, the Canadian National West Indies Services, 
md the Maritime Freight Rates Act requirements, held ten meetings in the 
: cour of which it examined sundry witnesses, including:— 

: r Henry Thornton, K.B.E., Chairman of the Board and President, C.N.R.; 
-R. A. C. Henry, Deputy Minister of Railways and Canals; 
Gerard Rule, K.C., Vice-President of Legal Affairs, C.N.R.; 


S. J. Hungerford, Vice-President, Operation and Construction Departments, 
ee CNR; ; 

A. T. Weldon, Vice-President, Insurance, Colonization and Telegraph 
_ ~ Departments, C.N.R.; 

R. .C. Vaughan, Vice-President, Purchases and Stores Department, C.N.R.; ° 


Hazen, Assistant Chief Engineer, C.N.R.; 

Appleton, General Manager, Atlantic Region, C.N.R.; 

Fairweather, Bureau of Economies, C.N.R.; 

Matthews, of George A. Touche & Company, Chartered Accountants; 


i Marine; 
_ J. P. Doherty, Traffic Manager, C.N. Steamships. 


CANADIAN NATIONAL RAILWAYS 


- Your Committee has had under consideration Item 336 of the estimates, 
ich provides for loans or guarantees of $53,750,000 to the Canadian National 
way Company for the year ending December 31st, 1929, these estimates 
ng now for the second time been prepared on the basis of the full calendar 
- This coincides with the railway fiscal year and avoids overlapping and 
ndency to confusion which existed when the annual report of the railway 
on the basis of the calendar year and the estimates on the basis of the 
al fiscal year. 

our Committee desires to point out that the annual statements this year 
resented in a modified form, designed to meet suggestions by members of 
mmittee during its deliberations last year. 
hese modifications consist of the inclusion under one cover of the operat- 
results of the Canadian National Railways exclusive of Eastern Lines, 
sf the Eastern Lines as defined under the Maritime Freight Rates Act, 
| of the presentation of separate reports under separate covers as was done 


year. 
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The annual report itself was divided into three sections as follows: 


1. That containing the result of operations of the Canadian Nation: 
ways exclusive of the Eastern Lines. 


2. That containing the result of operations of the Eastern Lines as d 
by the Maritime Freight Rates Act. & 

3. A summary showing the income account of the system as a whole in 
ing Eastern Lines. . 


Your Committee notes that the operating results for the year 1928 wi 
much more favourable than those of the previous year, due to the larger crop 
and earlier harvest which permitted a large proportion of the 1928 crop to 
moved during that year; the late harvest and inclement weather conditions 1 
the fall of 1927, which threw a large percentage of the 1927 crop movemen 
into 1928; and to increase in freight tonnage generally, and increase in 
average haul, and an improvement in operating conditions made oii 
ing the year. 

Your Committee called as a witness Mr. C. A. Matthews of the firm f 
George A. Touche and Company, Chartered Accountants, who, for some years, 
have been engaged in making a continuous audit of the accounts of the com- 
pany in order to enable them to certify as to the correctness of the consolidate 
balance sheet and income accounts as presented in the annual report. From 
Mr. Matthews’ evidence it. appears that Messrs. George A. Touche and Co 
pany are entirely satisfied that the accounts as presented are in accordance w 
recognized practice in railway accounting, and that they reflect accurately th 
revenues received and expenditures made during the year, as well as additions 
to capital account. 

Your Committee gave some consideration to the question ‘of tempor 
financing. Officers of the railway explained that this temporary financing y 
strictly in accordance with the provisions of the Appropriation Act, and h 
been undertaken because market conditions were not favourable to a bond i iss 
Such temporary financing had been arranged through the chartered banks 
Canada at very favourable rates, and in the opinion of the railway manage 
ment, gave no cause for concern. = 


Your Committee notes that the estimates for the present year, exclusive 
of Eastern Lines, amount to $53,750,000 as compared with $39,000,000 for 192 
The additional requirements are due to an increase in the amount of capital 
retirements of Canadian National Railways, Central Vermont Receivership Cer- 
tificate Retirements, and an increase in general additions and betterments du 
to expanding business. In view of the explanations given, your Committee 
of the opinion that this amount is necessary for the purpose of the comp f 
the coming year and should be voted by this House. ae 


CANADIAN NATIONAL WEST INDIES SERVICES 


Your Committee also had under consideration Item 338, loan to the Cana 
dian National (West Indies) Steamships, Limited, whose steamships provide th 
services called for by the West Indies Trade Agreement. Your Committe 
informed that there has been considerable competition for this business an 
tendency to lower rates, and that the first year’s operations may therefore no 
be quite as satisfactory as anticipated. Your Committee is of the opinion that 
the amount asked—$945,000—is necessary for the requirements of this servi 
in accordance with treaty obligations and should be voted. 
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CANADIAN GOVERNMENT MERCHANT MARINE 


our Committee also had under consideration Item 337 of the estimates— 
o the Canadian National Steamships (Canadian Government Merchant 
ine, Limited)—to be applied in payment of deficits in operation of the Com- 
and of the vessels under the Company’s control during the year ending 
mber 31, 1929, and capital requirements, amounting in all to $969,000. 
Committee examined the report of operations for the year ending Decem- 
1, 1928, and notes that the results have not been quite as favourable as those 
e previous year, due to the highly competitive situation which resulted in 
1e reduction of freight rates in certain directions with a resultant reduction in 
oss revenues. Your Committee also reviewed the balance sheet of the Com- 
ny and notes that the capital structure includes vessels at their original cost, 
ereas the present day value of this type of vessel is much below that at which 
e existing vessels are carried in the balance sheet. In view of this, your Com- 
mittee is of the opinion that the Government should give early consideration to 
ie writing down of the capital structure of the Merchant Marine to a point 
re in keeping with the present actual value of the vessels. Your Committee 
is of the opinion, on the evidence adduced, that the amount of $969,000, included 

der Item 337 of the estimates, is required for the purposes of the Company and 
hould be granted by this House. 


MARITIME FREIGHT RATES ACT 


Your Committee has had under consideration Item 340 of the estimates, 
to provide for the payment to the Canadian National Railway Company, as 
equired by the Maritime Freight Rates Act, of the deficit in receipts and 
evenues, incurred during 1929, on Eastern Lines, the amount of the estimated 
deficit being $4,526,645, and in addition a sum of $2,060,000, representing the 
timated amount by which the revenues of the Eastern Lines will be lessened 
ring the coming year by the reduced rates granted under the Maritime Freight 
_ Rates Act in accordance with the recommendations of the Duncan Commission. 
_ By reason of the special considerations involved in the Maritime Railway situa- 

m, with which the House is familiar, your Committee is of the opinion that 
these amounts are necessary to give effect to the Maritime Freight Rates Act 
in the operation of the Eastern Lines, and should be granted by this House. 

~ Your Committee has also had under consideration Item 339, to provide the 
sum of $1,050,000 from which privately owned railways operating in territory 
covered by the Maritime Freight Rates Act shall be reimbursed the difference 
tween normal tolls and the special tolls provided by that Act. Your Commit- 
tee is of the opinion that this amount is necessary to implement the provisions 
obthe Act in that regard and should be granted by this House. 
_ A copy of the evidence taken by your Committee is appended. 
_ All of which is respectfully submitted. 


EUGENE FISET, 
Chairman. 


Breccnited, 30th May, 1929. Concurred in, same day. 


MINUTES OF PROCEEDINGS 


House or Commons, aay 
WepnEspAY, May 29, 1929. 


The Select Standing Committee on Railways and- Shipping owned, oper 
and controlled by the Government met at 10.30 am. Sir Eugene Fise 
Chairman, presided. 


ve 


Members present: Messrs. Duff, Dunning, Gray, Jelliff, McLean (Me lfor 
Milne, Stevens. 


In attendance: Sir Henry Thornton, with members of his staff; alsc 
R. A. C. Henry Deputy Minister, and Major Anderson, of thé Department 
Railways and Canals. ae 


Answers were submitted in reply to a series of questions previously put by 
Hon. Mr. Stevens. These questions and answers are contained in the prin 
record of to-day’s proceedings. 


ne 
Copies of a draft final report of the Committee were distributed, to. whi 
the Committee proceeded to give consideration. 


After discussion, it was agreed to present to the House a Third and F 


Report, a copy of which appears in No. 9 of the printed Minutes of Procee 
and Evidence. oe 


The Committee adjourned. : 3 = 


JOHN T. DUN, _ 
Clerk of the Committee. 


MINUTES OF EVIDENCE 


Commirrer Room 375, 


Hovse or Commons, 
WEDNESDAY, May 29, 1929. 


sl e Bcsiect Standing Committee on Railways and Shipping met at 10.30 
loc am., the Chairman, Sir Eugene Fiset, presiding. 


e CuairmANn: At the last meeting Mr. Stevens asked a series of ques- 
as. I think the answers have been handed to him, and it is his desire that 
be placed in the records of the Committee. 

Hon. Mr. Srevens: I will not bother to review them, but I want to say 
apparently Sir Henry and his staff have handled the matter very satis- 
torily, and they may be spread on the records as they are. So far as I 
| concerned, I am content. 

li 

istion 1. On page 6 of the “ estimated Financial Requirements 1929” appears 
letails of estimated sinking fund payments 1929, including eight separate 
ssues with a total amount of “ estimated sinking fund payments 1929” of 
$1,044,801.47. Is this the total amount of sinking fund set aside for the 
4 retirement of securities (other than Equipment Bonds) for the year 1929, 
__ and are the securities named in this statement the only securities in rela- 
_ tion to which the sinking fund is set up? 


nswer. Ms but the correct amount, is $1,041,801.47. 


me ton 2. On page 7 of the “ Estimated Financial Requirements 1929” appears 
a statement of nine series of Equipment Notes showing a total amount 
“estimated equipment principle payments 1929” of $6,316,400. 


(a) Is this sum included in the estimate for the year 1929-30 of $53,750,000? 


(6) Will the sum of $53,750,000 be raised by the issue of new C.N.R. 
securities? 

(c) Are the items on page 7 the regular instalments of the Equipment Bond 
series set forth therein? 


Feet. (a) Yes. (b) Yes. (c) Yes. 


mm 8. On page 28 of the “ Estimated Financial Requirements 1929” 
appears an item of $720,000 entitled estimated discount on securities to be 
issued in 1929, 15-year 44 per cent Equipment Trust series ““K”. Will this 
ae m be included i in the $53, 750,000 provided in the estimates, and if so, will 
this also be paid from the proceeds of the new issue of C.N.R. Securities? 


tion 4. In the statement filed entitled “ details of new issues six years to 
December 31, 1928” appears a total figure of $284,663,256. 60. How much 
he proceeds of this grand total of new issues for the six-year period 
nas been used for the retirement of maturing Equipment Trust Bonds or 
r the meeting of periodical instalments thereon? 


ave total Sas ecw Dean made Sivan the six-year 


x ete 2g a 

‘ ‘ ; os os S 
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BrancH Lint ProcraM err 


1. Will you please give a list of the last three year Branch line Program, wi 
the amount estimated to be spent in each case? 


2. The amount already raised and spent with respect to each Branch Lin i 
3. The amount estimated required to complete the project in each case? 


Answer to No. 1 _— Answer to No. 2}/Answer to 
aiid Amount spent = 
List of Branches cae ated (to Dee. 31, a 
1928) 
$ $ 

St. Helicien-Mistassini River...............4.........% 1,463,000 1,365,018 20 
Grand Mere—-Hast/ Burnills)).0). 9 1, 683, 000 1,711,645 86 ‘ 600, 0 
Wevyburn-Radwalle, (02.0 4))2 ig es 570,000 626,982 92 | Line complete 
Willowbrook Ni Wos:cn ai gti, On elune Ties eer ania au 616, 000 438,064 01 : ft 
Stutpis-Peesanes: (05002 Se CRN Ue iG Sei gen lanes : 3,395, 000 1,868,618 42 
Peesane Nortiberly 2) soo oi ae 570, 000 109,415 25 
Shellibrook Westerly. ci) 94,1 2.0. 09 Vin ee eee 2,480, 000 1, 267,855 86 
M@urtleford SE fromsMi 67 1,130,000 762,236 50 
Kindersley-Gliddenys iy ve.) ee ea 640, 000 363,137 96 
Spruce ake Westerly? 0.9) 20 Aa Go Wake ie 990, 000 935,686 58 
Hudson Bay Jets southeriya: 0.) reer ie rains 1,088, 000 404,542 99 
Hille Pomt: Hasterky 5.2 2 ee a ane 745,000 605,540 82 
Ashmont-Bonnywillesy is) ee ee ee ie 1,415,000 1,191,608 04 
Bretona-Glover (Bars tii oe aye Wee oh tea 319,000 317,529 67 


4, A statement of the three year program provided for this year, including 
purchase of existing railways, showing the amount in each case, and t 
amount estimated to be required for each year? as 


Answer. _ 
Proposed New Lines. Estimated Cost 
uae: Merde-Pisauidis) 3207 os oaisy tei me eee ye ee 370,000 
Sunny Enae-Guyshocouch. 250 he ie ete Bea SNC 


Brantford Cut-off. . 


i 1,350,000 © 
Caxson (Spur Exiensionn i) 0/5) says) eee ee 185,000 
Sudbury. Basin Branch: 660 (ese ee aes oe ees cat ieee eS DORIHOU 
Mel fort-Abérdeert. 3°)5 5 a0 aa OO a ee Scie bs sic 2 ea OU 
Central Butte: Southwestern. 99a a Hetty arc ite NOONE: 
Neidpath-Switt @urrent 1) 0) 23) 4a) ee ete Payee Se ae se O ROU 
Ridgedale Hasterly 4): 4.6 eave Te a a is eel ae a OO BOO) 
Uurtys Southwesterlv. 2 (4191 ee Petronas ene trae al Tiltd) 
Hamlin-Glenbushe. yc, ina eae ae alel wceder Wa suausie en PROMO 
St. Walbuns-Bounyvalle |) 40- ts ee cores ee ee Am cys, eriee shady cee AT (IVD) 
Alliance, Southeastenly): 12.) 2) eu yn ees Wie ae oles t uel trey eet aon mam 
Bulwark ‘Hasterly 34°02) Wa Bags oe See iL eetia  ice 875,000 
HemarukaScapannc q10s page ee pe ent Lt eae ere eee) BE N00 
Swati: Greek ete. Tanne dio) i ea at SP cs tn ae 720,000 — 
A Oyvil rege Usiieh ave bee eS aie ae eke ns 


1,500,000 © 


* Estimates of Expenditures for each of the three years have not as yet been made. 


® 
Railways Purchased. ; Purchase Price _ 
Inverness “Coal and (Railway, Coie g0 2 ee $ 375,000 
Kent Northern Railway. . Oe As May ee eo 60,000 


eee Oriental Railways. Goon sy ee a a ee 
Atlantic; ; Quebec *& Western’ Railway). 00 ees 3,500,000 
(a) Saint ‘John and Quebee Railway). e615 o ae «ss -@ 00000 ee 
(b) Alberta Government’ RaalWway.. 020 (5) 6 14 7,790,000 
Quebec, Montreal and Southern Rarlway acts ea ees eee ee ae 6,000,000 


St. John and Quebec Railway at 
(a) No immediate cash payment, but assumption of Debenture Stock $2,727,977.40 

balance to be applied in payment at maturity of Provincial Debentures. 

Alberta Government Railways 


(6) This amount is in cash spread over three payments. In addition there is aseum: 
of $7,000,000 First Mortgage Debenture Stock and $2,240,000 First Mortgage Gold Bonds, 
of which is applicable to the Canadian National. f ; 
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cash. payment of $7,790.000 (the Canadian National share of the purchase price of 
580,000) is payable in instalments as follows: $2,590,000 on delivery of possession, $2,500,000 
1 June |, 1933, and $2,790,000 on June 1, 1939. 


er Railways to be Acquired 
Payment in other cases will be made as provided by the several bills when vendors are in 
sition to give deeds free of all encumbrances. 


1 estion 5. On the statement filed entitled ‘ Retirement of funded debt six years 
to December 31, 1928” appears an item under year 1925 entitled Montreal 
Warehousing Company Bonds $864,000. 

(a) What are the names of the officers of this company. 


inswer. (a) Sir Henry W. Thornton, President, Mr. D. E. Galloway, Vice 
resident, Arthur Wilson, Secretary, G. F. Ancrum, Treasurer. 


(b) The capital stock of the company, and by whom controlled? 

(b) Capital Stock of the company is $236,000 and the company is con- 

trolled by the Canadian National Railways. 

. Has the company been re-organized recently? 

c) No: 

(d) The total amount of bonds outstanding? 

ie Total amount of bonds outstanding in the hands of the public— 
6,000. 

(e) The total assets of the company? 

(e) $3,785,802.76 as per Balance Sheet December 31, 1928, attached. 

(f) How were the aforementioned bonds acquired and for what pur- 
pose? and when did the said bonds mature? 

(f) The bonds were acquired in the open market, as we found it profit- 
able to do so. The bonds in question mature on April 1, 1936. 

(g) Are the said bonds in default in any respect as regards interest or 

principal? 

A. (g) No. 


uestion 6. In respect to the $40,000,000 borrowed from the Banks as stated in 
the President’s Report on page 8 of the Annual Statement: 

(a) When this sum was borrowed from the Banks what arrangement, if 
; ‘any, was made between the Minister of Railways, the Minister of 
. Finance, the Banks and the Railway Company for the financing of 
the said $40,000,000? : 

_ (a) The Railway Company agreed with the Banks that the $40,000,000 
in question would be repaid to them out of the proceeds of an issue of 
securities to be made by the Railway when the time is considered 
opportune to make such an issue. 

Q. (b) Was any special arrangement made for the issue to the Banks 
“under the Finance Act of legal tenders in connection with the said loan, 
+ and, if so, how much? 

A. (b) No. 


O > OPO POPO FO 


Hupson Bay Rattway 


Question 1. Were tenders called for construction work on the Hudson Bay Rail- 
- way during the past three years? 

nswer. Yes. 
Question 2. How many tenders were received, and what was the figure in each 


instance? 
swer. Seven. $1,270,100; $1,377,700; $1,388,300; $1,496,550; $1,836,150; $1,- 
$855,450; $1,899,100. 
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Question 3. If the lowest tender was not accepted please give the 
Answer. Lowest tender accepted. ane ‘ 
Question 4. What portion of the work is being done by day labour? Or 


portion on a cost plus basis, and if so, by whom is such work being 
formed? 


Answer. Bridges, and culverts, telegraph line, tracklaying, ballasting, rel a 
tation, etc., bemg done by the Canadian National Railway forces. Nop 
tion of the work let on cost plus basis. ee 


Question 5. How much money has been expended on the Hudson’s Bay 
way in each of the years 1923 to December, 1928, inclusive? = 

Answer. See attached statement. Ere 

Question 6. How much money has been expended at Fort Churchill in each 
the years 1923 to December, 1928, inclusive? : 

Answer. See attached statement. : 2 

Question 7. What is the total amount spent on the Hudson’s Bay Railway, Fort 
Churchill and Port Nelson to date? : 


Answer. See attached statement. od 

Question 8. What amount is estimated to be required to complete the wor ks 
and undertaking and make them ready for the shipment of grain and o 
cargo? : 


Answer. The amount given as the cost of the completed works by Mr, 
erick Palmer is $7,860,613. ‘No further estimate has been made. 


to make an economic demonstration of the Hudson’s Bay route to Eur 
and how many ships will be required and their estimated cost? — 


Answer. This aspect of the situation is being given attention, but definite con 
clusions have not yet been reached. 


THE MontTREAL WAREHOUSING COMPANY 


Balance Sheet at December 31, 1928 : 


ASSETS > 
701; “Property Accounts.4% tc se es $ 352,784 60°. = 
706C Canadian National Railways... 2, 90 .. 1062. 870,723 73 
706) Canadian’ National Realties:) | 0.) 7 ee 914,591 44 : 
107 Dominion of Canada Bonds): 200 se) ee 15015983) 58) a= ee 
(AU) Bar OFF nage een Act  eE se kop Tid BO eee 
715: Accounts Receivables...) a 14,943 78 
717 Interest Receivable—C.N. Realties .. .. .. .. $ 9,940 00 ts : 
CNGREa eee oe 16,972 48 
3 Victory, Bonds. 16,343 07 : 
43,255 55 
(23. Rent Pardon Advancer 05 BOO 61. ae 
121 Unadjusted Debits © No Realties:: 1s aa ae ‘ 79,408 56° 
$3,785,802 76 
LIABILITIES : poe 
751 Capital Stock——Held bi, Gin, Res $221,100 00 
. Sex SPA Cee Bane ees anaes 14,900 00 
755 Funded Debt-—Heid by CONGR. Gee, e994 OOOENU ee 


Publigs sce 6,000 00 
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LIABILITIES—Concluded 


Canadian National always es eter 1,045 02 
Miscellaneous Accounts Payable... .. .. .. .. 8,994 98 
Unmatured Interest pcetaed En ree 6 10,000 00 
Piers Mraibilatyee ees ny ye Se 22-32 
Accrued Depreciation. . Ber eee van ete ie 117,313 16 
Appropriated Surplus: 

770 Proportion due ae Epa cnolderg: 152,483 33 
783 Proportion due ©.N.R. Nes bs. ooo 060.081. 59 


2,415,170 92 


$3,785,802 76 
CHATEAU LAURIER 


What has been the total cost of the Chateau Laurier, as shown in the books 
e company? 


Question Answer 
1) Cost of land? $100,000 (1909) for original bldg. 
Cost of old building? $2,608,000. 


Cost of new wing now being $4,671,082.49 spent to March 31, 1929. 
— constructed? 


‘Estimated further amount to $1,328,917.51. 
complete? 
j $6,000,000 total cost new wing, includ- 
ing equipment and furnishings, of 
. whic 
$5,300,000 is chargeable to capital. 
$ 700, 000 is chargeable to operation. 


Cost of Steneit. ee $950,000, which is included in (c) and 
ete. (d) ‘above. 


TEMENT showing the amount of Expenditure made by the Department of 
Railways and Canals on the Hudson Bay Railway and Fort Churchill 
Terminal, fiscal years 1923 to 1928 inclusive, together with Total 
Expenditure to date on Hudson Bay Railway, Fort Churchill and Port 
Nelson Terminals. ° 


Hudson Fort Port 
— Bay Churchill Nelson Total 
Railway Terminal Terminal 
expenditure from commence- 
ent. to fiscal year 1922, inclusive..| 14,467,583 89 |................ 6,189,989 96 20,657,573 85 
BM year e 1998 ee ae uk: AD MIS Oe lets eae ia 27,802 56 67,920 77 
oe ee ees Shares 53 A272). Dn AD a a a ee 24,621 93 346,901 03 
Pir entra om ecrernt eats DOA BS VAGH Cte wes mersela ek. 2,184 04 296,342 52 
eee Saas chia TSS SBE WS ay PAG ee In UR oe are 18,103 24 191,437 59 
meas Je fete es bx 2,808,549 31 17,307 46 11,880 91 2,837,737 68 
LOS ae ieee Tes eee a 2,674, 224 57 880, 643 30 364 76 3,554,503 11 
ae aac ns itcisy. 72 3,389,084 88 ast TAD KCN Foled VVC! Maree PIERS Geen eee ee Meee 6,159,562 95 
PE OU veya ne dalek ms ie ess 297,150 49 DO SAO a tiescy ees ele 319,860 70 ~ 
to laa aye?) 
1 expenditure from commence- 
oes April 30, 1929 Sea an $24,466,483 28 $3,691,139 04 $6,274,217 88 $34,431,840 20 


; a Audits Branch, Dept. Railways & Canals, 18/5/29. 


he Cuarrman: I think every member of the Committee has a copy of the 
posed final report. Is it the desire of the Committee that I should read the 


ort item by item? 
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Hon. Mr. Stevens: I do not want to insist on that, but there are ‘one eae 
questions I would like to ask. 


Hon. Mr. Dunnine: I suggest that apart from the preamble, we 
read each section as something might occur to a member of the Committee 
we go along. It is rather important. 


The CHatrMAN: (Reading) 


THIRD AND FINAL REPORT OF THE SELECT STANDING 

COMMITTEE ON RAILWAYS AND SHIPPING OWNED, ~ 

OPERATED AND CONTROLLED BY THE 
GOVERNMENT 


The Select Standing Committee on Railways and Shipping cand 
operated and controlled by the Government, begs leave to present the 
following as its third and final report: 


Your committee, to which was referred for consideration and for 
report to the House the estimates on the Canadian National Railways, th 
Canadian Government Merchant Marine, the Canadian National W ‘i 
Indies Services, and the Maritime Freight Rates Act requirements, hel 
ten meetings in the course of which it examined sundry witnesses includ-— 
ing:— 

Sir Henry Thornton, K.B.E., Chairman of the Board and President, 

C.N.R. 
R. A. C. Henry, Deputy Minister of Railways and Canals. fs 
Gerard Rule, K.C., Vice-President of Legal Affairs, C.N.R. 
S. J. Hungerford, Vice-President, Operation and Construction Depart 
ments, C.N.R. 

NG als Weldon, Vice-President, Insurance Colonization & Telegrap 
Departments, © NER: 

R. C. Vaughan, Vice-President, Purchases and Stores Dep 


CN RE: 
T. H. Cooper, General Auditor, C.N.R. je 
H. T. Hazen, Asst. Chief Engineer, C.N.R. ae 2 
W. U. Appleton, General Manager, Atlantic Region, C.N.R. aa 
S. W. Fairweather, Bureau of Economics, C.N.R. aia 
C. A. Matthews, ‘of George A. Touche & Company, Charla 


Accountants. 
D. C. Grant, Vice-President, Finance Dept., C.N.R. 
1B go Wood, Acting General Manager, Canadian Government Mer 
chant Marine. 
J. P. Doherty, Traffic Manager, Canadian National Sivan es 


Canaptan NationaL RaILways 


Your Committee has had under consideration Item 336 of the es 
mates, which provides for loans or guarantees of $53,750,000 to the Cana- 
dian National Railway Company for the year ending December 31, 1929 
these estimates having now for the second time been prepared on the basis 
of the full calendar year. This coincides with the railway fiscal year and — 
avoids overlapping and the tendency to confusion which existed when the 
annual report of the railway was on the basis of the calendar year and 
the estimates on the basis of the federal fiscal year. b3 

Your committee desires to point out that the annual statements thi 
year are presented in a modified form, designed to meet suggestions by 
members of the committee during its deliberations last year. These modi 
fications consist of the inclusion under one cover of the operating re 
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mon the Canadian National Railways exclusive of Eastern Lines, and of the 
Eastern Lines as defined under the Maritime Freight Rates Act, instead 
of the presentation of separate reports under separate covers as was done 
last year. 

The annual report itself was divided into three sections as follows:— 


1. That containing the result of operations of the Canadian National 
Railways exclusive of the Eastern Lines. 

2. That containing the result of operations of the Eastern Lines as 
defined by the Maritime Freight Rates Act. 


3. A summary showing the income account of the system as a whole 
including Eastern Lines. 


Your committee notes that the operating results for the year 1928 
were much more favourable than those of the previous year, due to the 
larger crop and earlier harvest which permitted a large proportion of the 
1928 crop to be moved during that year; the late harvest and inclement 
weather conditions in the fall of 1927, which threw a larger percentage of 
the 1927 crop movement into 1928; and to increase in freight tonnage 

‘generally, and increase in the average haul, and an improvement in oper- 
ating conditions made effective during the year. 

Your committee called as a witness Mr. C. A. Matthews of the firm of 
George A. Touche and Company, Chartered Accounts, who for some years, 
have been engaged in making a continuous audit of the accounts of the 
company in order to enable them to certify as to the correctness of the 
consolidated balance sheet and income accounts as presented in the annual 
report. From Mr. Matthews evidence it appears that Messrs. George A. 
Touche and Company are entirely satisfied that the accounts as presented 
are in accordance with recognized practice in railway accounting, and that 
they reflect accurately the revenues received and expenditures made during 
the year, as well as additions to capital account. 

Your committee gave some consideration to the question of temporary 
financing. Officers of the railway explained that this temporary financing 
was strictly in accordance with the provisions of the Appropriation Act, 
and had been undertaken because market conditions were not favourable 
to a bond issue. Such temporary financing had been arranged through the 
chartered banks of Canada at very favourable rates, and, in the opinion of 
the railway management, gave no cause for concern. 


Sir Henry THORNTON: I might say that since that was written $18,000,000 
of equipment trust was put out, and the indications seem to be that we are going 
to have very little, if any, serious trouble during the year and the relatively 
near future in disposing of the accumulation of temporary financing which we 
have. 

Hon. Mr. Stevens: Your market is getting better. 


Sir Henry THORNTON: Yes. 


The CHamrMAN: (Reading) 

Your committee notes that the estimates for the present year, exclu- 
sive of Eastern Lines, amount to $53,750,000 as compared with $39,000,000 
for 1928. The additional requirements are due to an increase in the 
amount of capital retirements of Canadian National Railways, Central 

Vermont Receivership Certificate retirements, and an increase in general 
additions and betterments due to expanding business. In view of the 
explanations given, your committee is of the opinion that this amount is 
necessary for the purpose of the company for the coming year and should 

~ be voted by this House. 
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CanapDIAN Nationa, West Inpies SERvIcEs 


Your Committee also had under consideration Item 338, Loan to. 
Canadian National (West Indies) Steamships, Limited, whose stea 
provide the services called for by the West Indies Trade Agreement. 


Hon. Mr. Srevens: There is just one suggestion. Would it not be bet 
to say “Is necessary for the requirements of this service and to dischar; 
treaty obligation”? Is that not a fact? 

Sir Henry THornton: Yes, undoubtedly. 

The CuHarrman: There is no objection to that. 

Hon. Mr. Dunnine: It is a fact. 


Hon. Mr. Stevens: What I am getting at is that when you vote 
$945,000 simply for the requirements of the service, it sounds as if we we 
simply voting the money because it was asked; but it is necessary for | 
service, in order to discharge our treaty obligations with the West Indies an 
for the carrying out of our part of the West Indies treaty. ae 

Hon. Mr. Dunning: The only objection I see—if it is an objection—is the 
fact that the treaty obligation: could be carried out in another way, by suk 
dizing steamships. I forget the bids we had when we endeavoured to ile: 
with it in that way, but they were higher than this amount, if my memo 
serves me right. , 

Sir Henry TuHornton: It makes a better picture. 

Hon. Mr. Dunntne: I have no objection to putting that in. “ 


Sir Henry THornTon: I think it makes a better picture. As a matter of 
fact, it is an absolutely correct statement, because the genesis of this whol 
thing is the treaty. 


The CHairMan: (Reading) 


CaNnapIAN Nationa, West INDIES SERVICES 


Your Committee also had under consideration Item 338, Loan t 
the Canadian National (West Indies) Steamships, Limited, whose steam 
ships provide the services called for by the West Indies Trade Agree- 
ment. Your committee is informed that there has been considerable 
competition for this business and a tendency to lower rates, and th: 
the first year’s operations may therefore not be quite as satisfactory a 
anticipated. Your committee is of the opinion that the amount asked 


CANADIAN GOVERNMENT MERCHANT Marine 
» 


Your Committee also had under consideration Item 337 of the esi 
mates—Loan to the Canadian National Steamships (Canadian Govern 
ment Merchant Marine, Limited) to be applied in payment of deficits 
operation of the company and of the vessels under the company’s contro! 
during the year ending December 31, 1929, and capital requirems 
amounting in all to $969,000. Your committee examined the repo1 
operations for the year ending December 31, 1928, and notes that 
results have not been quite as favourable as those of the previous y 


RAILWAYS AND SHIPPING 204 


due to the highly competitive situation which resulted in the reduction 
of freight rates in certain directions with a resultant reduction in gross 
revenues. Your committee also reviewed the balance sheet of the com- 
‘pany and notes that the capital structure includes vessels at their original 
- cost, whereas the present day value of this type of vessel is much below 
that at which the existing vessels are carried in the balance sheet. In 
view of this your committee is of the opinion that the government should 
give early consideration to the writing down of the capital structure 
of the Merchant Marine to a point more in keeping with the present 
actual value of the vessels. Your committee is of the opinion, on the 
evidence adduced, that the amount of $969,000, included under Item 337 
_of the estimates, is required for the purposes of the company and should 
be granted by this House. 


_ Hon. Mr. Stevens: There is just one question I would like to ask Sir Henry 
hornton. “It is with regard to the Australian service. I notice that advertise- 
ents are out by the Trade and Commerce Department for tenders to put on a 
freight service between Vancouver and Pacific coast points and Australia a ser- 
vice which up to some months ago was carried on by the Canadian Government 
Merchant Marine. Are you going to tender for that? 


Sir Henry THornton: I must admit I have not received that advertise- 


Heh Mr. Stevens: I eoesired a copy in the mail from some source, I pre- 
sume a matter of courtesy on the part of the Department. 
Sir Henry THornton: That may be. I have been away so much lately, 
but I would not be surprised if it had come into the office and been sent to the 
Merchant Marine for an opinion. 

Hon. Mr. Srevens: If we are paying subsidies, if we can pay them to the 
anadian Government Merchant Marine and thus overtake any handicap under 
hich you are labouring, it will be better than to give this to outside companies. 


Sir Henry TuHornton: That is right. 
_ Mr. Durr: Is there not a subsidy now for Australia? 
Hon. Mr. Stevens: There is the regular mail subsidy. That is, of course, a 


fast passenger service—a very fine service. There are two vessels, the Auriniga 
and the Niagara. Now they are calling for tenders for a freight service. 


Sir Henry THorntron: It may be that we have not the ships. I do not 
know offhand. I will have to look into it. 

Hon. Mr. Stevens: Let me say this: it was very deeply appreciated by all 
e shippers on the coast—the service you did give with these very ships. It 
y emed to be entirely satisfactory. 

-Hon. Mr. Dunnine: It was not very profitable. 

Hon. Mr. Stevens: I understand that it was not profitable; therefore it 


was stopped. Now the government proposes giving a subsidy to someone, and 
suggest that it should be to the Canadian Government Merchant Marine. 


Sir Henry Tuornton: Mr. Dunning reminds me that Hon. Mr. Malcolm 
did say something about it, but I cannot recall it. I will have to look into it. 

- Hon. Mr. Stevens: It should be paid to the Canadian Government Mer- 
nt Marine, if possible. 

_ Mr. Durr: If they have the ships. 

Hon. Mr. Dunnine: I might say that Mr. Malcolm always does discuss 


h me and with Sir Henry Thornton and his officers any move which is under 
mye pation with respect to subsidies. 
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Hon. Mr. Srevens: There are one .or two things to keep in mi j 
there is the very large quantity of goods going from Canada, particularly fro 
eastern Canada, consisting of automobiles, automobile parts, and machinery | 
various kinds, being shipped to Australia. It goes across on the Transcontinent 
lines and it is good business for both the Canadian railways and the manu- 
facturing interests of Canada. Secondly, there is a big lumber business. 

The United States government is now subsidizing ships from the Pacific 
coast to carry lumber to Australia in competition with our British Columbia — 
lumbermen. That is a big business, and naturally we on the coast are anxious _ 
to keep all that business that we can, and if by subsidizing, such as the Trade 
and Commerce Department proposes, or through the Canadian Government Me = 
chant Marine, or the two combined, we can get that service, it will be in the 
interests of the country at large. . 


Sir Henry THORNTON: Sure. 


Hon. Mr. Stevens: I just wanted, while we were discussing that clause, 
to bring that to the attention of Sir Henry Thornton so that his officers might 
get in touch with the Department of Trade and Commerce and go into it with 
some care. : ; 


The CuarrMan: (Reading) 


MaritiMe Freient Rates Act 


Your committee has had under consideration Item 340 of the esti- 
mates, to provide for the payment to the Canadian National Railway 
Company, as required by the Maritime Freight Rates Act, of the deficit. 
in receipts and revenues, incurred during 1929, on Eastern Lines, the 
amount of the estimated deficit being $4,526,645, and in addition, a sum 
of $2,060,000 representing the estimated amount by which the revenues 
of the Eastern Lines will be lessened during the coming year by the | 
reduced rates granted under the Maritime Freight rates Act in accord- — 
ance with the recommendations of the Duncan Commission. By reason 
of the special considerations involved in the Maritime Railway situation, 
with which the House is familiar, your committee is of the opinion that 
these amounts are necessary to give effect to the Maritime Freight Rates” 
Act in the operation of the Eastern Lines, and should be granted by this 
House. : 

Your committee has also had under consideration Item 339 to pro-. 
vide the sum of $1,050,000 from which privately owned railways oper-_ 
ating in territory covered by the Maritime Freight Rates Act shall be 
reimbursed the difference between normal tolls and the special tolls pro- 
vided by that Act. Your committee is of the opinion that this amount 
is necessary to implement the provisions of the Act in that regard and | 
should be granted by this House. ; 


Hon. Mr. Stevens: May I go back te the preceding paragraph, the last 
sentence: “By reason of the special considerations involved in the maritime 
railway situation, with which the House is familiar, your Committee is of the 
opinion that these amounts are necessary to give effect to the Maritime Freight — 
Rates Act in the operation of the Eastern Lines, and should be granted by this — 
House.” Is that correct? What is necessary to give effect to the Maritime 
Freight Rates Act is $2,060,000. 


Hon. Mr. Dunnine: The other item is specifically called for by the term, 
of the Maritime Freight Rates Act. pe > 


Hon. Mr. Stevens: The deficit? 
Hon. Mr. DUNNING: Yes. 


Hon. Mr. Stevens: Quite right, one is the 20 per cent reduction. and the 
other is the deficit. <eee 


a : bate in ie 
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-Cuairman: Are there any comments on the report? 

Sir Hunry Tuornton:- There is just one other point, which will be probably 

, matter of comfort to the Committee as it is to myself, that our net earnings 

this year are showing a net increase of about 18 per cent over last year. 

1, having regard to the fact that last year was an exceptionally good year, it 

‘be perhaps a better performance than appears on the face of it. And the 
ications this year are that the crop for this year will not be a failure. So 

that I look forward with a good deal more confidence to our financial results 

this year than I did three months ago. 

Hon. Mr. Stevens: That is comforting. 

The CuHatRMAN: Shall the report carry? 

_ Carried. 


Thank you very much, gentlemen, for your attendance and support. 


The Committee adjourned. 
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